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ABSTRACT 

This hearing was held to review and address issues 
covered in the study, "Children in Poverty, 1959-1984." The study was 
conducted by the Congressional Research Service (CRS) and the 
Congressional Budget Office (CBO) in order to examine demographic 
trends, economic factors, government policies, and other factors 
contributing to the high poverty rate among children, as well as 
policy options to reduce this problem. The first witness, Senater 
Daniel P. Moynihan of New York, made the point that an unusual trend 
is occurring in the United States in which the chances of a child 
being poor are six times as great as that of an older, retired 
person. The next witness, Velma W. Burke, a specialist in social 
legislation with the Library of Congress, summarized findings of the 
study by CRS, as follows; poverty rates among children have risen to 
the highest level since the mid-1960s; the increased rates reflect 
underlying demographic changes and the state of the economy; there is 
a trend toward greater inequality of income distribution which has 
increased children's poverty; and poverty rates have been affected by 
reduced government cash benefits to children. Rudolph G. Penner, 
Director of the CBO, then presented his office's portion of the study 
which considered, primarily, government programs combatting poverty 
and offered recommendations and options to improve these programs. 
The remainder of the hearing consisted of a question and answer 
period. Supporting documentation is also provided in this transcript. 
(CG) 
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CHILDREN IN POVERTY 



WEDNESDAY, MAY 22, 1985 

House of Representatives, 
Committee on Ways and Means, 

SUBCOMMTITEE ON PUBLIC ASSISTANCE 

AND Unemployment Compensation, 

Washington, DC 

The subcommittee met, pursuant to notice, at 10 a.m., in room 
B~318, Raybum House Office Building, Hon. Harold Ford (chair- 
man of the subcommittee) presiding. 

[The press release announcing the hearing follows:] 

[For immodiate nltMse, WednefxUy, May 15, 1985] 

Hon Harold Ford of Tennessee, CnAmuAt , SuBix)MMnTEE on Pl^blic Assistance 

AND UnEMPU)YMENT COMPENSATION, COMMriTEE ON WaYS AND MeANS, U.S. 

House of Representatives, Announces A Hearing on the Study, "Children in 
Poverty, 1959-1984," Conducted by the Congressional Research Service and 
THE Congressional Budget Office 

The Honorable Harold Ford (D., Tenn.), Chairman, Subcommittee on Public As- 
sistance and Unemplo>Tnent Compensation of the Committee on Ways and MeaiiS, 
U S House of Representatives, araiounced today that the Subcommittee will hold a 
hearmg on Wednesday, May 22, 1985, on the study, "Children in Poverty, 1959- 
1984, conducted by the Congressional Research Service (CRS) and the Congression- 
al Budget Office (CBO). The study will be released at the hearing, which mil begin 
at 10:00 a.m. in room B-318 Raybum House Office Building. 

In announcing the hearing, Chairman Ford said, "Congressman Pangel and I re- 
quested this study because we wanted to explore the factors which influence the 
poverty rate among children. The researchers were asked to examine demographic 
trends, economic factors, government policies and other factors which could nelp to 
explain why, despite increased government expenditures, the poverty rate among 
children has risen. Policy options to reduce poverty among cbUJ*ci» aro also exam- 
ined. 

Only invited witnesses will testify at the hearing. They wih be representatives of 
the Congressional Research Service and the Congressional Budget Office. Public wit- 
nesses will be invited to testify at a subsequent hearing to be announced at a later 
date. 

WRITTEN STATEMENTS IN UEU OP PERSONAL APPEARANCE 

Persons submitting a written statement for the record of the hearing should 
submit at least six (6) copies of their statements b> the close of business, Friday, 
June 14, 198C, to Joseph K. Dowley, Chief Counsel, Committee on Ways and Means, 
U S House of Representatives, Washington, D.C. 20515. If those filing written state- 
ments for the record of the printed hearing wish to have their statements distribut- 
ed to the press and interested public, they maj provide 75 additional copies for this 
purpose to the full Committee office before the hearing begins. 

Chairman Ford. The Subcommittee on Public Assistance and 
Unemployment Compensation will come to order. 

On August 10, 1984, the Public Assistance Subcommittee, along 
with the chairman at that time of the Oversight Subcommittee of 

(1) 
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the Committee on Ways and Means, requested that the Congres- 
sional Research Service, along with the Congressional Budget 
Office, conduct and submit back to this committee a study pertain- 
ing to children in poverty. We are very happy and pleased to have 
the Congressional Research Service and CBO submit today to this 
committee the findings on children in poverty, and we are delight- 
ed to have representatives of both agencies here with us today. 

I joined with Congressman Rangel in asking the Congressional 
Research Service and the Congressional Budget Office to undertake 
a meuor study of children in poverty. We asked for the study be- 
cause of the alarming rise of the nimiber of poor children in this 
country. We asked the Congressional Research Service to examine 
in depth the various factors that affected the poverty rate in chil- 
dren, including demographic trends and government policies. We 
asked the Congressional Budget Office to examine various policies 
that would reduce poverty among children. The facts about chil- 
dren living in poverty are distressing. There were 13.8 million chil- 
dren living in poverty in 1983. The incidence of poverty among 
children climbed more than 50 percent from 1973 to 1983. Children 
are the poorest age group in this Nation. More^ than half of the 
children in all female headed families are poor in America. More 
than two-thirds of children in black female headed families are 
poor. More than 2.5 million children were poor in 1983, even 
though a parent worked fulltime all year round, and almost half of 
all black children, and one-third of all Hispanic children were poor 
in 1983. As a Nation, we can nm, but we caimot hide from tiiese 
facts. These are children. Through no fault of their own they are 
living in poverty. 

Economic growth by itself will not help all of these children, only 
a portion of them. We must complement economic growth with a 
national conmaitment to break the cycle of poverty and the cost of 
such a commitment will not be small, but unless we invest now in 
this endeavor, we are going to see a permanent underclass develop 
in this coimtry, a significant portion of our population bom in pov- 
erty without any hope for a better life. 

Such a development is something that we in this Congress and 
we in this Nation cannot afford, and I just want to personally 
thank once again the Congressional Research Service, as well as 
the Congressional Budget Office, for conducting this study and re- 
turning this information back to the subcommittee, and we look 
forward to hearing from the witnesses today, when we discuss not 
only those trends, but also offer some solutions and recommenda- 
tions to some of the problems to bring the children of this Nation 
out of poverty. 

At this time the Chair will recognize Mr. Campbell. 

Mr. Campbell. Thank you, Mr. Chairman. 

Mr. Chairman, I want to thank you for holding this hearing 
today for publication of this study , and we are here to be briefed by 
the Congressional Research Service and Budget Office on a very 
impressive and voluminous study that they have put together on 
children in poverty. I understand that many dedicated individuals 
have devoted the better part of a year to this effort, and we are 
looking forward to seeing the restdts of this work, which I have 
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just received. I have not had time to look at it as of yet, so I may 
not be able to ask many questions about it. 

The Committee on Ways and Means and the subcommittee are 
fortunate to be able to rely on both of these staffs in helping us to 
focus in on what has got to rank as one of the most difficult and 
frustrating policy issues before us today. We are currently working 
from summaries of the study itself in trying to prepare for this 
hearing. The entire study, which I said I nave just received, is 
longer than 650 pages of fairly small print, with scores of charts, 
tables, and over half a dozen appendices, which means it will take 
about a month of my studying to go through all of these and get 
completely up to speed. I am sure that it is somewhat like an ency- 
clopedia of pnilosophy, and that we will be able to ^uote chapter 
and verse from it to support practically any point of view. 

I have a feeling that this report, althougn it is the culmination of 
a year's long effort, represents more of a starting point than a con- 
clusion. Many issues have been raised in this study, and many op- 
tions for the reduction of poverty among children have been evalu- 
ated and we will want to explore these ftirther. 

For example, I have been very impressed with the distinction 
made between those in poverty for a long and for a short duration. 
I would like to learn more about why some people have only short 
spells of poverty, while others suffer long-term persistent jwverty. 
Perhaps as we contemplate program changes we could take into ac 
count the differences in these populations. 

I am interested in the analyses of the impact of the economic 
cycle on poverty rates. Evidently we cannot hope, ever, to reduce 
poverty among children unless we have a sound and growing econ- 
omy. But at the same time, as Chairman Ford said, economic fac- 
tors will not be enough to eliminate poverty altogether, at least for 
some children. 

I am also interested in teenage pregnancies and what impact 
children having children has on poverty in this country, as well as 
why there is a large and really ominous growth in the number of 
female heads of households, and whether this is related directly 
and in a causal manner to poverty among children in this country. 
We must ask why there are more children without both parents, 
and whether our programs are impacting in this area. 

It is clear that there are a number of ways to go about measur- 
ing poverty, although the trend lines will probably remain the 
same no matter what methodology is used. However, I would like 
to know if the different measures of poverty might possibly lead us 
to different program outcomes, to emphasize one type of assistance 
or another, and, if so, what the differences might be. 

Market income, what the parents earn, is obviowirly an iirportant 
determinant of whether or not children are poor. I would like to 
look at what this study and options telJ us about ways to assist 
poor families without, at the same time, reducing their market 
mcome. 

In closing, let me say that we are already aware that this nation 
pays a terrible price for having so many children living in poverty. 
The children's chances to become productive citizens are lessened. 
We often have to spend mo \ey on programs to remedy poverty re- 
lated ailments, conditions, and problems which could nave been 
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avoided in the first place, and, as a Nation, we lose the benefit of 
having all our citizenii functioning at their best and high^ level. 

I anticipate the opportunity to read this study thoroughly and to 
glean from it some insights into the most promising ways to deal 
with this persistent and discouraging problem, I want to thank you 
again for being here. 

Chairman Ford. Thank you, Mr. Campbell. 

And before we call upon ! he two agencies to enlighten us on this 
subcommittee about the demographic trends and the economic fac* 
tors and the Government poUcies which explain why there is so 
much poverty among children, we are delighted to nave with us 
today one of our very able members of the other body of the Con- 
gress, the very distinguished member of the U.S. Senate firom the 
State of New York, Senator Moynihan. 

We are happy to have you, and we will be happy for you to make 
any opening statement you wish to make. 

STATEMENT OF HON. DANIEL P. MOYNIHAN, A U.S. SENATOR 
FROM THE STATE OF NEW YORK 

Senator Moynihan. Mr. Chairman, it is an honor to be here. I 
have appeared before you. This is the fixst opportunity to appear 
on your side, and with Mr. Campbell. 

If not presumptious, I v/ould like to congratulate you and the 
House for this study. The subcommittee has really kept at this 
issue, and this kind of work is not done on our side. I wish it were. 
I am on the comparable subcommittee of the Finance Committee. 
We do not do this work, you do. I would make one point, which you 
are familiar with, but not everybody is familiar with. Something 
quite extraordinary has happened in our country, and it is prob- 
ably the only such country in the world about which that this can 
be said. We have turned the chances of being poor upside down. In 
our country today the chances of a yoimg child being poor are six 
times as great as that of an older person who has retired from the 
work force, and it is not a question of in Denmark we have 100 
poor people and 60 of them children. I mean, about one in every 
five children in this country is poor. The exact number comes down 
to about 18 percent if the market value of noncash benefits is 
counted in income. And for a person who is over 65, that figure is 3 
percent, and there are large numbers in the case of children, 14 
million compared to less than 4 million older persons who are poor 
in this country. 

Now, what does this say about the future? There cannot be a 
time in history in the past where the number of poor children 
would reflect the number of poor parents. It is not new. We do not 
understand it, and that is why I welcome your having this hearing 
and allowing me to take part in it. 

Chairman Ford. Thank you very much. Senator, and immediate- 
ly after the witnesses have an opportunity to testify before the sub- 
committee and have a dialog with members of this panel later this 
morning, I would be happy to announce that I will oe joining with 
the Senator and we will be introducing in the House as well as in 
the Senate today legislation to address some of the problems and 
some of the ills of the poor of our Nation, and I am tiEdking in ref- 
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erence to antipoverty legislation, which will be introduced today, 
and later today we will have a press conference announcing that. 

At this time the subcommittee would like to recognize Mrs. 
Velma W. Burke, a specialist in social legislation and head of the 
Income Maintenance Section, Education and Public Welfare Divi- 
sion of the Coneressional Research Service. 

Also, Dr. Rudolph G. Penner, who is director of the Congression- 
al Budget Office. 

At this time, Mrs. Burke, the Chair will recognize you. 

STATEMENT OF VELMA W. BURKE, SPECIAUST IN SOCIAL LEGIS- 
LATION, AND HEAD OF THE INCOME MAINTENANCE SECTION, 
EDUCATION AND PUBLIC WELFARE DIVISION, CONGRESSION- 
AL RESEARCH SERVICE, LIBRARY OF CONGRESS, ACCOMPA- 
NIED BY JEAN GRIFFITH AND RICHARD RIMKUNAS 

Mrs. Burke. Thank you, Mr. Chairman, Representative Camp- 
bell, Senator Moynihan. 

On behalf of the Congressional Research team of analysts who 
prepared this report, I would like to thank you for the opportunity 
to give a brief account of our work. 

With me today are two other members of our poverty study 
team, Jean Griffith, and at the end of the table, Richard Rim- 
kunas. Dr. GrifRth is a demographer. Mr. Rimkunas compiled and 
prepared much of the data and did much of the analysis for the 
report. 

We had a large team, some 12 people worked on this. As Mr. 
Campbell has remarked, the report is very long, and even the sum 
mary of the report is rather long. 

I am submitting for the record a summary of the report, but plan 
this morning to discuss the report in brief by use of some briefing 
papers, which I think everyone has received. 

Chairman Ford. Your full text will be made a part of the record, 
and you may summarize in any way you wish. 

Mrs. Burke. Child poverty is a persistent problem, and for many 
years it has been growing as the chairman said. In the 10 years 
from 1973 to 1983, it grew more than 50 percent. An extra 8 chil- 
dren per 100 were added to the poverty population in that decade. 

This lifted the child poverty rate to 22.2 children per 100. That is 
the highest level since the mid-1960's. The increase in the rate of 
poverty of children was so great in this decade that although the 
total population of children in the country declined by 6 million, 
we had an extra 4 million poor children. Our study explores the 
growth and the persistence oi child poverty. It deals only with 
income poverty. It does not deal with other impoverishments, some- 
times cited by economists, such as education poverty, health pover 
ty, transportation poverty. We deal only with income poverty. We 
did not examine the possible impacts of insufficient money upon a 
child's health, his education, his aspirations, his work ethic. 

The method that we used cxpjnine this problem was to study 
and to examine income data from the Census Bureau relating to 
children for a number of years, from 1968 to 1983. Thanks to 
modem technology, our industrious team efforts, and computers, 
we analyzed data on some 2V2 million persons. The file that we 
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amassed provides more information about the economic status of 
children than had been put together before. How did we use this 
data? We analyzed the poverty status of children in ways that sup- 
plement what the Census Bureau normally does. 

As you probably know, when the Census Bureau decides who is 
poor, it looks at the cash income of the family before paying taxes, 
and it compares the cash income of the family to a yardstick, the 
poverty threshold. That threshold is roughly the sum of money 
equal to three times the cost of the thrifty food plan. The threshold 
is adjusted for family size, and, to some extent, for family compcsi* 
tion. 

We used that yardstick and appMed it at different stages of the 
economic life of the family. We first used the yardstick to calculate 
how many children were poor on the basis of their market income 
only: how many children were poor if you looked just at the family 
earnings and other market income. We called that the market 
income poverty rate. We looked at trends in that rate. 

Now, the Government can intervene to assist children who are 
poor with cash payments of two kinds, first, social insurance and, 
second, welfare, which is adjusted for need. So we looked at the 
contribution of each category. We calculated the poverty rates after 
social insurance, and before welfare, and then we calculated the 
poverty rates after all cash payments. The last calculation would 
be equivalent .to what the Census Bureau does; it gives us the offi- 
cial poverty rate. It happens that Federal outlays for noncash aid 
to needy persons now far exceed those made in the form of cash. So 
we also did some calculation^^ to see how trends are affected and 
poverty rates are affected if you count noncash benefits; and Sena- 
tor Moynihan*s comparison of the poverty rate of children and the 
aged makes use of that kind of data. If you take into accoimt msgor 
noncash benefits, jicluding medical benefits, then, indeed, the aged 
have a poverty rate that is about oneH3ixth that of children. 

Our report is organized around, I would say, five msgor ques- 
tions, and the briefing will follow the same order. 

First, the extent of the problem, second, the extent to which pov- 
erty rates are influenced by housdicld composition, third, the 
extent to which poverty rates reflect earnings of different kinds of 
families, fourth, the capacity of economic growth to influence pov- 
erty rates, and finally, the effect of government transfers upon pov- 
erty rates. 

Chart 1, which is in your packet and also up on the easel, dis- 
plays the incidence of poverty for three age groups, from ,1966 to 
1383, and it is immediately apparent that in 1974 children dis- 
placed the aged as the poorest age group. 

[Chart 1 follows:] 
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Mrs. Burke. The rise from 1973 to 1983, as we said, is more than 
50 percent, and the end result in 1983 was that 22.2 children per 
100 were poor. Now, that rate is about 50 percent above the rate 
for the aged, so if you measure the comparison in cash you get a 50 
percent higher rate for the aged. The population of poor children 
changed somewhat over this period. Back in 1966, 59 percent of the 
cliildren were white. In 1983, the share rose to 63 percent, because 
in this period the population of poor children became somewhat 
more white. Much of that occurred in the last few years. The red 
line, sharing child poverty incidence, ascends especially fast from 
1978 to 1983. That was a time, as we will be discussing, when pov- 
erty rates rose sharply for children in tv/o-parent families. 

People often ask why did poverty rates for the aged go down so 
very rapidly, and I would say that the short answer is that we have 
made a commitment to the economic security of the aged, which is 
illustrated in a couple of ways, llie Social Security Program cov- 
ered most of the aged in the period shown. Also, in the early 
1970*s, the program received a high ad hoc benefit increase, and 
then, in 1975, had its first automatic cost of living adjustment. 

In addition, in 1974 we inaugurated a guarantee of cash income 
for needy aged persons, the Supplemental Security Income Pro- 
gram, and that program also has benefits which are adjusted for 
inflation. 

In the case of children, we do not have a counterpart program. 
The Social Security Act includes a program for needy children 
called AFDC [aid to families with dependent children], but its bene- 
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fits are set by States and have been eroded by inflation, as you will 

There also are Social Security ''insurance" benefits for children. 
For children to receive Social Security, they do not have to pass a 
test of need. Instead, they have to have lost a parent through 
death, or they have to have a parent who has retired or is disabled, 
and we will see later that the Federal dollars spent for children 
and their parent caretakers in the Social Security Program exceed 
the Federal dollars spent on the AFDC Program. So social insur- 
ance for children is also important 

The poverty income gap of children has increased. We have not 
only had a rise in tihe incidence of poverty among children, there 
also has been a rise in their poverty income gap, which is the 
shortfall, the amount of cash by which a family's income is short of 
its poverty threshold. The aggregate income shortfall for children 
increased from $1" billion in 1973 to $15.9 billion in 1S88 in con- 
stant dollars. 

Who were the 13.8 million poor children in 1988? Well, that is 
summarized on the first page. I will not go into great detail, but I 
will c^ your attention to the fact that they are roughly divided 
between chUdren in female-headed families and children in male- 
present families, the latter being two-parent families and those in 
which the father is raising children alone. Almost one- third of the 
pooi ..hildren had separate or divorced mothers, and one-eighth of 
the poor children, 1.8 million, had never-married mothers. 

Table 1, which is on page 5, gives a picture of the variety of 
rates, and I guess it suffices to say that a child's chances of being 
poor are varied, depending upon race, family type, and presence of 
the father in the home. 

[Table 1 follows:] 

TABLE l-POVERTY RATES PER 100 CHILDREN BY FAMILY TYPE AND RACE, 1983 ^ 

AIchSdrtQ 
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17.3 


46.7 
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22.2 


47.6 


63.5 


70.5 


55.8 


71.3 


77.2 


SS.S 


75.1 


47^ 


66.S 


70.1 


53.5 


27.9 


60.7 


38.9 


41.1 


11.9 


23.S 


27.3 


13.5 



' These rata nftt to i8 cNUrtn uodet i£e 18 md tfffet from those fo( rented cMdren. vMireu$ednthisriportfortrtrd<bti 

Mrs. Burke. In general, a black child was almost three times as 
likely to be poor as a white. Almost onf -half of the Wack children 
were poor, more than one-third of the Hispanics, and about one- 
sixth of the whites. 

Family type has a profound influence upon povertv. In a female- 
headed family a black child has a chance of more than two-thirds 
of being poor. The group with the highest probability of poverty is 
children of never-married mothers. Overall, three out of four such 
children were poor in 1983, and, regardless of race; the poverty 
rate exceeded 70 percent for whites, for blacks, or Hispanics. 
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You wUl note that two-parent families show a variation in pover- 
ty rates as well. T^e rate for male-present families in the black 
community was double the poverty rate for whites; and in the case 
of Hispanics, it was more than double. 

I should mention that there are distinctions between groups of 
poor people other than their incidence of poverty. As Mr. Campbell 
has pointed out, there is a distinction between those who are long- 
term poor and those who are shortrterm poor, and we find in gener- 
al that two-thirds of the children who are poor at any time during 
their childhood— we define that as a 15-year period— are poor for 
no more than 4 years, but about one-seventh of those who a^epoor 
at one time in their childhood are poor for at least 10 yeara. Those 
who are persistently poor are demogiaj' Jcaliy somewhat different 
from those who are shortrterm poor, over 90 percent of th^ chil- 
dren are black, and they tend to live in the South, in rural areas, 
and to not have a father at home. 

As we talk about work and poverty, you will see that there are 
differences in earnings by race. Chart 2, which I will refer to very 
briefly, shows what I discussed earlier, the market income, poverty 
rate of children. We see that if children had only earnings or other 
market income of their parents, the rate of poverty would be very 
high. 

[Chart 2 follows:] 

CHUT 2 

Poverty Rates for All Children 
by Source of Income : 1972 - 1983 
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Mrs. Burke. In 1982 and 1983, it exceeded one out of four chil- 
dren. In the period on this chart it is o ^er 20 percent most of the 
time. Back in 1974 the rate was one out of five children. Thus dete- 
rioration presents a very serious problera for government. It makes 
the job of government more difficult r^d more expensive, if govern- 
ment has decided a goal is not to let the poverty rate rise. You see, 
when the market income poverty rate rises, unless there is a shaup 
increase in government transfers, tht official poverty rate will also 
rise, and in this case, if we trace the course of the market income 
poverty rate over this decade, we find that it rose 40 percent from 
1973 to 1983. However the all-cash poverty rate, the official poverty 
rate, rose 50 percent, and we can tell ftom this diifference that the 
contribution of government transfers wiiS relatively sm^er in 1983 
than it was back in 1973. 

People ask, why is the poverty rate of children rising? Why is 
childhood poverty so persistent? Demographics explains some of 
the rise. Economics explains some. The share of children in female- 
headed families more than doubled from 1959 to 1983, In 1959, 9 
percent of the children were in female-headed families. In 1983, the 
share was 20 percent. Our study indicates that if the proportion of 
children living with their mother alone had remained at the 1959 
level of 9 percent, and nothing else had changed, although in the 
real world, things probably would have changed, we might have 
had 3 million fewer poor children than we did in 1983. That is 
shown on chart 3, page 7. 

[Chart 3 follows:] 
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Mrs. Burke. Why has the composition of the American family 
changed so drastically? According to some analysis done by Jean 
Griffith, our demographer, in the 1970's, the two main reasons, 
aside from the basic increase in population, were an increase m 
family break-up and an increase in births to unwed mothers. 

In 1980 almost one-fifth of the new babies were bom to unmar- 
ried mothers, forty-eight percent of the black babies, 11 percent of 
the white babies. Further, there has been a rise in the rate of 
births to unmarried teenagers. That rate quadrupled from 1940 to 
1983. The rate of births to teenagers itself is going down, but the 
rate to those who do not marry before giving birth has gone up^ 
This is a serious problem for those who are concerned about child 
poverty. 

The studies that follow families over time indicate that there is a 
high probability that a baby bom to an unwed mother will be poor, 
and if a baby is bom inte poverty, the longitudinal studies indicate 
that the chances are that the baby will be poor a long time. In the 
case of black babies the expected duration is about 15 years. 

Not only is there a greater probability that a child will be poor if 
he lives with his mother alone— the probability is four times that 
of a child living with his father as well— but the poor child who is 
living with his mother alone is likely to be poorer. His poverty is 
deeper. We calculated the deficit and found that in 1980 a poor 
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chad with his mother alone needed about $1,300 to reach the pov- 
erty threshold. The poor child with a father at home needed about 
$930. 

I have mentioned that in the period on the chart when the pover- 
ty rate climbs especially fast among children, from 1978 to 1983, 
the rate increased especially fast in the dominant group of families, 
the two-parent families, who account for 80 percent of our children. 
The fast rate of pover£y increase among two-parent families meant 
that in this period there was a kind of defeminization" of poverty. 
Chart 4, on page 8, shows the composition of children in pover^ 
over the yeara. On this chart, if you were to draw a line from 1978 
upward, you would have the point where the child population was 
most feminine in the sense that the highest proportion of poor chil- 
dren were in female-headed families that year, about 59 percent; 
but as we have already said, by the end of this period the distribu- 
tion was about half and half. 

[Chart 4 follows:] 
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Mrs. Burke. Work and poverty was also an issue we looked at; 
and, as Mr. Ford has said, we found some surprises in that study. 
Most people would agree, and assume, that a child must have a 
parent who is workmg if he is likely not to be in poverty. Unless a 
child has a trust fund, or unless he lives in the one State where the 
AFDC maximum benefit is equal to the poverty threshold, most 
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chadren need a breadwinner m order not to be poor. What was sur- 
prising to us was the degree to which we found chudren who were 
poor, although they did have an earner. We found about 2}/z mil- 
lion children to be poor on this basis. , . „ i 

We also found that if a black mother is working all year long 
fulltime to support her child, a black mother raising a child ^one, 
the poverty rate of her children is about 20 percent. So one-fifth of 
the children m those black fatherless families whose mother is 
working all year round fulltime are poor. Further a black child 
with two working parents is more likely to be poor than a white 
child with only one, that one being the father. , ^ r 

Further, if you have a black child in a married-couple family for 
his entire childhood, he is as likely to be poor, according to this 
income data, as a white child spending his entire childhood with a 
single mother. We found that black fathers tend to work fewer 
hours than white fathers work, and to have lower earnings. We 
found that black married mothers work more hours than white 
married mothers and have roughly the same hourly earmngs, that 
black single mothers work fewer hours than white single mothers, 
and we have no explanations for these phenomena. We found that 
one out of four children would have been poor m 1983 if thek only 
income had been their father's earnings. 

Chart 5 on page 9 gives some of the factors related to the poverty 
rates of children. If you ^ ,.i x 

Chairman Ford. Mrs. Burke, the committee would like to an- 
nounce a vote on the House floor, and we would like to stand m 
recess for about 8 to 10 minutes 

[Short recess.] _ _ ^ 

Chairman Ford. The subcommittee will come to order. 1 know 
there are several members who have not had an opportunity to 
vote and walk back over. At this time the Chair will once again 
recognize Mrs. Burke. 

Mrs. Burke. Thank you, Mr. Chairman. 

I will return to chart 5 on page 9, which summarizes many ot the 
factors associated with the poverty rates of children. 

If you move from left to right on this chart, the poverty rate de- 
clines. As you move from left to right, you go from smgle female- 
headed family to married-couple family, and within those two 
groups, you move from a family where the parent is young, under 
30, to a family where the parent is over 30. If you move from the 
top to the bottom of the chart, the poverty rates also declme; and 
here you move from parents who did not complete high school to 
those who did complete high school, and within those two groups, 
from black parent to white parent. 

[Chart 5 follows:] 
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Mra. Burke. The chart has what I think of as two skyscrapers up 
on the left. There you see that if you combine some unfavorable 
factora you have very high poverty rates. If you have a mother who 
is under 30, raismg a child alone, and she did not complete high 
school, whether she is black or white, the chances are more than 
90 percent that her child will be poor. 

Now, I would like to turn to the question of economic growth and 
poverty rates. It appears that the capacity of economic growth to 
reduce poverty rates of children has been diminished by an increas- 
ing mequality in the distribution of family income. I would say 
that our study convinced us that there is very little hope of 
progress against poverty rates of children if you do not have a 
strong, strong economy, and that the fast mcrease in the poverty 
rates from 1979 to 1983, seems a clear reflection of the problems of 
recessions, high unemployment and, for much of the time, the fail- 
ure of wages to keep up with prices. 

^ However, as the Chairman said at the beginning of the hearing, 
it appears that economic growth cannot solve the problems for all 
families, and that its capacity to help families has been reduced by 
this mcreasing inequality in distribution of income. 

I would like to try to make clear what we found to be a kind of 
comphcated idea. What we found is that from 1968 to 1983 the av- 
erage black father and the average white father— and to a lesser 
extent mothers, but the fathers demonstrated this most clearly— 
the average white father and the average black father increased 
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his famUy income in relation to family size and in relation to infla- 
tion. So there was a real increase in family earnings over that 

^Now, if every black father and every white father had had an m- 
crease equal to the average, if that had been evenly distributed, the 
study indicates that there would have been a sharply lower 
number of poor children in male headed families in 1983, probably 
about 2.5 million— again assuming that nothing else would have 
changed, and it probably would have in reality— but in the unreal 
world where you hold everything else constant, we would possibly 
have had about 2 million fewer poor children in white male-present 
families, and about 400 million fewer in those headed by blacks. 
[Table 2 follows:] 

TABLE 2.^TRENDS IN AVERAGE FAMILY INCOME POVERTY RATIOS BY LOWEST TO HIGHEST FIFTHS 
OF FAMIUES IN 1968, 1979, AND 1983 (BEFORE TAXES) 





Year 


lowest 

fifth 


Seccod 

m 


MxjdSe 
fifth 


fourth 
fifth 


Top fifth 


Top fifth 
bottom fifth 






0.91 


1.82 


2.41 


302 


4.18 


4.6 


1979 




83 


1.90 


2.70 


350 


4.91 


5.9 


1983 




.60 


1.53 


2.35 


3.24 


4.78 


8.0 



Kote: RatK) of 1 means that a fami!/$ incoffle equals its poverty UKfishoM. 

Mrs. Burke. Another way of trying to demonstrate this is shown 
on table 2 of page 10. This is a little complicated too, but what we 
are arraying here is the ratios of family income to what you might 
call needed family income, or to the poverty thresholds for the 
family. On this chart, a ratio of one means simply that a fMiily s 
income equals its poverty threshold, and what we see is that in 
1983 if you rank these families by ratios, the bottom fifth— people 
in the bottom fifth had an average income equal to 60 percent of 
their poverty threshold, whereas back in 1968, the bottom fifth had 
incomes that averaged 91 percent of what you could call their 
needed income, or their poverty threshold. 

Now, if you look at the top, you also see a change. The ratio ot 
the top fifth has increased, while the ratio of the bottom fifth has 
decreased. And in 1983, the ratio of the top fifth was eight times 
that of the bottom, whereas in 1968, the multiple had been 4,6. And 
these are all before-tax figures. , « ^ . j- 

Finally, we will look at the relationship of Government spending 
and poverty rates of children. There has been a question: Why did 
child poverty rates go up if Government spending for income secu- 
rity increased? First, most social welfare spending is in the fom ot 
social insurance, and most of it goes to people other than children 
In 1983 the social insurance spending total by the Federal Govern- 
ment was $210 billion, and that was 10 times the Federal spending 
on general cash welfare. I have mentioned that the market income 
poverty rates climbed in 1983 to above 25 percent, meanins that if 
you were going to not have a deterioration in the final cash pover- 
ty rate, the Government cash contributions would have had to in- 
crease. But estimated cash benefits from social insurance available 
per child poor without that aid, poor on a market income basis, de- 
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clined sharply in constant value dollars, and the cash benefits 
available from welfare per child who was poor without that aid 
mso declined sharply. For both social insurance and cash welfare, 
the declines aniounted to 22 percent per child in period, 1974 to 
19oo. 

Food stamp benefits, available food stamp benefits, increased per 
child poor without them, but, of course, official data do not count 
food stamps as income. We found the share of poor children served 
by food stamps declined in recent years, but the share served by 
Me^caid held steady, at about half. In both food stamps and Med- 
icaid, the programs concentrated more of their help on the very 
poor, those whose incomes were 50 percent of the poverty threshold 
or lower. 

As I have mentioned before, AFDC is a program where the 
States decide the benefit levels and pay what they can or will, and 
there is wide variation in the range of benefits, which you will see 
on chart 6. It shows a very sharp range in benefits. These benefits 
nationwide are financed 54 percent by the Federal Government, 
but the Federal share is higher for the States that are poor. 

[Chart 6 follows:] 
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Mrs. Burke. There has been an erosion in the value of AFDC 
benefits from 1971 to 1985. The maximum benefit paid to a four- 
person family has dropped about one-third. Now, if you add food 
stamps, food stamps offset part of that loss, but the combined maxi- 
mum benefits of AFDC and food stamps dropped about one-fifth in 
the median AFDC State, ranked by cash benefits. 
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Finally we will turn to the last chart, which is also up on the 
easel. It summarizes the impact of Government action on the pov- 
erty of two groups, two groups not expected to work, the aged and 
children. We see that in 1983 on a market income basis, the deficit 
of the aged was around $38 billion. 

[Chart 7 follows:] 
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Mrs. Burke. Fojr children, the deficit was $27 milUon. The contri- 
bution of social insurance, primarily Social Security, was to reduce 
the aged deficit very sharply down to $6.5 billion. There was a 
lesser contribution to the children from social insurance, but it still 
was significant, reducing their gap to $22.3. 

And, finally, if you look at the impact of cash welfare, the deficit 
of the aged is reduced further, as is that of children. The overall 
picture is that Government cash aid reduced the market income 
poverty deficit of the aged by 89 percent, but reduced the income 
deficit of children by only 40 percent, Now, food stamps assisted 
both groups further. 

I would summarize very quickly that we found that poverty rates 
among children have risen to the highest level since the mid-1960 s, 
that the increased rates reflect underlying demographic changes 
and the state of the economy that there is a trend toward greater 
inequality of distribution of income, which has increased children s 
poverty, and that poverty rates have been affected by reduced Gov- 
ernment cash benefits to children. 

Thank you, 
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[The following was submitted for the record:] 
Poor Childrin: A Study of Trends and Poucy. 1968-1984-The Briehno Papers 

TRENDS IN POVERTY AMONG CHILDREN 

* T!!oo^^^^*^^?!^ of poverty among children climbed more than 50 percent from 1973 
to 1983, reaching the highest level since the mid-1960s. 

^oIH^ population of poor children grew more white from 1966 to 1983 (from 59% to 
63%) But black children were almost three times as likely to be poor as whites in 
19 oo. 

CWldren are the poorest age group. More than half the children in female-headed 
families are poor— more than two-thirds in such black families. Highest poverty 
rates are those of never-married mothers. 

• TllSnP?^^^^ ^^JSS children rose from $10 billion in 1973 to $15.9 billion 
m 1983 (constant 1983 dollars). 

WHO WERE THE 13.8 MILUON POOR CHnJ)REN IN 1983? 

7 million were in female-headed families: 

4.4 million had separated or divorced mothers. 

1.8 million had never-married mothers. 

0.7 million had widowed mothers. 
6.8 million were in male-present families. 

FAMILY TYPE AND POVERTY 

^5 female headed families more than doubled from 1959 to 
1983 (from 9% to 20%X If the proportion of children in mother-child families had 
not increased, it is estimated that there might have been 3 million fewer poor chil- 
dren m 1983. 

The poverty rate climbed faster among two-parent families than in motherKJhild 
families from 1978-1983, somewhat defeminizing poverty. 

The two main reasons for the growth of femede-headed families in the 1970s (after 
population mcrease) were increases in marital dissolution and in births to unwed 
mothers. 

In 1980 almost l/5th of new babies were bom to unwed mothers (48% of blacks, 
I *^of whites) Birth rates to unmarried teenagers have quadrupled since 1940. 

The average poor child in a fatherless home needed almost $1300 in 1983 to reach 
the poverty threshold, compared with $931 needed by the average poor child in a 
two-parent home. 

WORK AND POVERTY 

More than 2.5 million children were poor in 1983 although a parent worked full 
time year round. 

A black child with two working parents was more likely to be poor than a white 
child with only one (the father). 

• ^ISS^Jnoo^.r ?^ children in married-couple families would have been poor 
"^A "their only mcome had been their fathers* earnings. 

Market mcome poverty rates of children rose 40 percent from 1973-1983. 

ECONOMIC GROWTH AND POVERTY 

Growing inequality in distrubution of family income vrelative to poverty thresh- 
olds) has raised the poverty rates of children. 

# 

GOVERNMENT SPENDING FOR POOR CHILDREN 

Estimated government cash benefits available per poor child declined 22 percent 
^coMtant dollars) from 1974-1983, but available food stamp benefits rose 31 percent. 

The share of poor children served bv AFDC and food stamps declined in recent 
years, but the share covered by medicaid held steady, the share served by subsidized 
housmg mcreased Food stamps and medicaid concentrated more benefits on the 
yery poor. 

The maximum AFDC benefit of the median state (ranked by benefits) fell about 
one-third from 1971 to 1985 (from $589 to $379 for 4 persons, Dec. 1984 dollars). 

(government cash payments cut the 1983 market income poverty deficit of the 
aged by 89 percent, but the poverty deficit of children by only 40 percent 



EKLC 



22 



19 

Poor Children: A Study op Trends and Poucy> 1959-J984 

Child poverty is a persistent problem and for many years has been growing. In 
the 1973-1983 decade an extra eight children per 100 were added to the poverty pop- 
ulation, lifting the child poverty rate to 22.2 per 100. This was the highest rate smce 
the mid-1960s. 

As a result of the sharp rise in incidence of their poverty, the number of children 
rose by 4 milUon over the 10-year period, even though the Nation s total child popu- 
lation shrank by six million. 

Ihis study explores the growth of poverty among children at the request of the 
Subcommittee on Public Awistance and Unemployment Compensation and the Sub- 
committee on Oversight of the House Ways and Means Committee. The report ex- 
ammes the problem of poverty among children and seeks mcgor causes for its per 
sistence, and for its marked rise from 1978 to 1983. 

To carry out the study, the Congressional Research Service (CRS) analyzed Census 
Bureau mcome data on 2.5 million persons for the years 1968 through 1983. The 
data file that CRS amassed provides more information about the economic status of 
children, in more detail, that had been brought together before. 

OVERVIBW 

Children displaced the aged as the poorest age group in 1974, and since then child 
poverty has grown deeper and more widespread. The number of |>oor children in 
1983 totaled 13.8 million, of whom more than half lived in families headed by 
women. 

A child's chances of being poor varied sharplv by race, presence of the father, and 
martial status of the mother. Almost half of all black children and more than one- 
third of all Hispanic children v e poor. In contrast, nearly flve^ixths of all white 
children were not poor. 

From 1978-1983 child poverty rates climbed more rapidly in two-parent families 
than m female-headed families, somewhat "defeminizing'* poverty. Even so, children 
being raised by their mother alone were four times as likely to be poor as those with 
buth parents at home, and the share of mother-child famibes climbed in those years 
to a new peak. Highest poverty rates were those of children with never-married 
mothers. More than 70 percent of children of never-married mothers, black, white, 
or Hispanic, lacked enough money to reach the poverty threshold. These children 
accounted for more than one^ighth of all poor children in 1983. 

Without a working parent, a child is almost sure to be poor. But having a working 
parent is no guarantee against poverty. Many children need two earners or cash 
supplements to one earner's full-time wages if they are to escape poverty. One- 
fourth of children in married-couple families would be poor if their only income 
were their fathers* earnings. And black children with two worlung parents are more 
likely to be poor than white children with only one (the father). 

Child poverty rates 

Whether poverty is measured before or after Government transfer payments 
vsoctal insurance and welfare;, and whether the income counted includes or excludes 
nun-cash benefits and money paid as taxes, child poverty rates rose especially sharp- 
ly from 1979 to 1983. 

Market income only. - In recent years a rising proportion of children have lacked 
sufficient family earnings and other private income to escape poverty. More than 
one child out of four was "poor*' in 1983 if Government transfer pajrments are ig 
nured. In 1974, when children became the poorest age ^oup, the corresponding rate 
was one child out of five. The climb in "market income * poverty has made it harder 
and more expensive for Government to overcome poverty. 

Total cash {official rote;. -Public benefits have failed to fill the growing earnings 
gap caused by the rise in market income poverty. Accordingly, a rise also has oc 
curred m the share of children who are officially poor, those whose cash income 
falls short of poverty thresholds even after any social insurance and cash welfare 
benefits are added to their market income. In 1983 more than two children out of 
nine were poor on this basis, compared with two out of about 13 in 1974. 

Cash plus non-cash benefits.— The official count of the poor disregards non-cash 
benefits, which account for most welfare spending. If food stamps, school meals, sub- 
sidized housing, Medicaid, and Medicare are treated as income, the result is to lower 
the 1983 poverty rate for children by 12 to 28 percent, depending on how benefits 
are valued. Although addition of these benefits lowers the child poverty rate, it fails 
to change the upward trend in poverty from 1979 on. 
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After-tax cask— The official poverty count also makes no allowance for income 
and payroll taxes, which reduce income available for general consumption. If these 
♦2*^n^ deducted from family income used to calculate children s poverty rates, 
the 19«2 rate for children is increased by more than eight percent. Taxes had a 
larger poverty increasing effect in 1982 than in 1979, reflecting the erosion of the 
zero bracket amount and the personal exemption in the tax code caused by infla- 
tion. 

Table 1 shows how the various child poverty rates increased in recent years. The 
official rate climbed 41 percent from 1974 to 1983, outpacing the rise in the market 
mcome poverty rate. 

TABLE IN POVERTY RATES OF CHILDREN 

[MuRterpef too cmtn] 

'"OomeQ^t*^ 1974 1979 I9t3 

t"m'^T^^"7T'" " ' 19-8 20.2 25.8 

Total ttsh(offK3al rate) 157 22 2 

Cash plus majcf noncash benefits:* 

At minimum value. ^ 128 195 

At maximum value ZI~I~~IZ NA 97 IS.^ 

^^'^cash ^ 17 2 «237 

> Vikjes depend on vaiutim method, (fixussed in dueler 2, 
* 1982. 

Poverty income gap of children 

Not only has poverty become more common among children, it haa intensified. On 
the average, the gap has widened between children*s share of their family *s cash 
income and their poverty threshold. The income deficit reached $1,149 per poor 
child in 1983, up 10 percent from 1974 (constant 1983 dollars). 
Persistence of child poverty 

Throughout the quarter century for which official poverty data are available, chil- 
dren s share of the poor consistently has exceeded their share of the overall popula- 
tion However, m 1959 the child poverty rate was about one-fourth lower than that 
ot the ^ed Subsequently, poverty rates for both groups decreased. The 1959-1983 
declme for the aged, which extended throughout most years of the period, was triple 
that of children. The incidence of child poverty was cut almost in half during the 
first 10 years, to a record low of 13.8 related children per 100 in 1969. Thereafter, 
the trend reversed. By 1983, although it still was below its 1959 level, the child pov- 
erty rate had climbed almost 60 percent above its 1969 low and was almost one-half 
above the 1983 poverty rate for the aged. 

Social welfare spending 

Federal Government transfer payments have increased sharply since 1965, start 
of what the Johnson Administration called its "war on poverty. Most of the expan- 
sion was in the form of social insurance payments, which are work-related entitle- 
'^u'^"^ » welfare benefits. The latter impose an income test and base 
eligibility on need In constant dollars, social insurance spending, primarily for 
social secunty, tripled between 1965 and 1983. Selected nonK^sh welfare spending 
on pro^-ams that this report classifies as "basic" aid (food stamps, subsidized hous- 
ing, and Medicaid) multiplied 19 times in real terms from very low initial levels. 
Federal cash welfare spending, however, rose only about 40 percent in real terms. 

» share of gross national product (GNP), Federal cash aid declined from 0,70 per- 
cent in 1965 to 0.63 percent in 1983. (A drop in the GNP share spent on non-service- 
connected pensions for veterans more than offset a rise in the share spent on cash 
aid for other needy persons.) 

By 1983, 26 percent of the total Federal budget went to cash social insurance out- 
laj^ At ?210 billion, these outlays were 10 times the sum spent for cash welfare. 
Federal cash welfare outlays peaked in 1976 in real terms and by 1983 had dropped 
19 percent below that record level. In contrast, basic non-cash Federal welfare 
spending rose in all years except 1982, and in 1983 such outlays toteled $40 billion, 
almost double the $21 billion spent on cash welfare. 
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Vulnerable children 



The data show that family type and race have profound impact on poverty rates. 
In 1983 most children in female-headed families were poor. If the mother was a 
widow, the likelihood of poverty was three times as great as if she were married. If 
the mother had never married, the likelihood of poverty was almost six times as 
great as if she were married. im i ^ v 

Compared with a white child, a black child, was almost 12 times as likely to have 
a never-married mother, was 2.5 times as likely to have a separated or divorced 
mother, and was 3.5 times aa likely to have a widowed mother. 

About one-half of all black children and one-fourth of Hisoanic children, com- 
pared with 15 percent of all white children, were in female-headed families, ^erall, 
a black child was almost three times as likely to be poor aa a white child in 1983 (in 
1966, the poverty rate of black children had been four times that of white children). 
An Hispanic cMd was more than twice as likely to be poor as a white child m 1983 
As Table 2 shows, for each type of family the 1983 black poverty rate exceed that 
of whites, and Tor all except children of widows the Hispanic rate exceeded that of 
blacks. The racial variation in rates was smaller for children of nevw-marned 
mothers, all of whom had vei^ widespread poverty. For both blacks and Hispamcs, 
the poverty rate for children living with their fathers was double that for compara- 
ble white children. 

TABLE 2.--.P0VERTY RATES PER 100 CHILDREN BY FAMILY TYPE AND RACE, 1983 ' 
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* nwe iJltt ftftt to 111 cftiWrtn undct «se 18 and m Inxn those tor related children, whicharmedlnttxsrt^ort to trend data. 

Other conditions associated with high rates of child poverty include age of par- 
ente. Poverty rates are twice as high for children whose mother is 20-24 years old as 
for those whose mother is 40-44, both for married-couple and single- parent families 
Poverty rates for female-headed families are 19 percent higher when the youngest 
child is under six. Incidence of poverty amung families with five or more children is 
almost four times higher than among families with no more than two children 

The poor child population includes about 40 percent of children whose mother and 
father both failed^ to complete high school, but only 7 percent of those whose parents 
each received a diploma. 

Household composition 

"Feminization of poverty" is a newh popular phrase, but, as applied to children, 
it describes a condition at least as old as official poverty data. Children raised by 
mothers alone traditionally have had very hjgh rates of poverty and have represent 
ed a disproportionately large share of the nation's poor children. However, f 
1978-1983, a period freouently marked bv recessions and relatively hiph unemploy 
ment, the share of the Nation s poor children in female-headed families decreased 
ThiS was because the poverty rate climbed more rapidly in the much larger group of 
male-prebent families, who generally obtain a larger share of their income from the 
market than female-headed families. The number of officially poor children in 
creased by 3.6 million during these years, and 2.6 million of them were in families 
with a man at home. By 1983 there were almost as many poor children in male- 
present families as in female-headed ones. Five years earlier, when the share of 
poor children in female-headed families had peaked, such poor children outnum 
oered those in male-present families by 1.4 to 1. 

The number of female-headed families with children rose 160 percent from 1959- 
1983, but the number of male-headed families with children increased only seven 
percent. By 1983 one of every five families with children was headed by a woman, in 
1959 the share was 1 out of 11. If the proportion of children in female- headed fami- 
lies had not increased during the past 25 years, it is estimated that the number of 
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poor children in 1983 mJ^ht have been almost three Aniilion, or 22 percent l^^Trer, 
than it actually was. 

Cbmponents of growth in the number of mother-child families have differed at dif- 
ferent times. Durmg the decade of the 1970s, when the growth rate accelerated, one- 
fourth of the increase was due to population growth and one-fourth to increased 
mantal dissolution, primarily divorce. Anotlier onessixti* was attributable to a rising 
proportion of births o»'t of wedlock, and one-tenth to a rise in the shore of family 
breakups that encompassed children. Of the remainder (roughly 25 percent), about 
one-fourth was due to the trend for mother<:hild families to live in their own house- 
holds rather than as a "sub-family" in another household. The rest was not ex- 
plained by any of these factors. 

Fifty^ne percent of the 13.8 million poor children in 1983 were in female-headed 
families. Of all poor children, 32 percent had separated or divorced mothers^ 13 per- 
cent never married mothers, 5 percent, widowed mothers, and 2 percent, married 
mothers whose spouse was absent The rest were in male-present families. 
r^^^^SJ^A change in family composition was most rapid in the decade 

of the i970s, the chmiges are rooted in older patterns. Age of marriage, rates of di- 
vorce, and childbearing outside of marriage have changed for several decades. Di- 
vorce rates, for example, have been on the rise throughout the twentieth century, 
pirth rates to unmarried teenagers have Increased steadily since at least 1940 and 
in^ 1980 were almost four times as high as in 1940 (27.6 per 1,000, compared with 

Dynamics of poverty 

Studies that follow families over time have found that about two-thirds of chil- 
dren who are ever poor (on all annual basis) during a 15-year period remain in pov- 
erty for no more than four years. However, one poor child out of seven stays poor 
for at least 10 of the 15 years and can be considered "persistently" poor. These chil- 
dren spend two-thirds or more of their childhood in poverty. 

Families who experience short-term poverty are demographically similar to the 
population as a whole, although blacks and female-headed iamili^ are some-what 
oyeirepresented Persistently poor children have a different profile— 90 percent are 
black A significant mcgority lack a father at home and live in the South, Further, 
they are disproportionately rural. 

The dynamics of childhood poverty differ markedly between black and white chil- 
dren. For example; 

Poverty begrins at birth for 45 percent of poor black children, but for 15 percent of 
poor white children. 

The average black child can expect to spend more than 5 years of his childhood in 
poverty; the average white child, less than 10 months. 

Much of white poverty is short term and associated with changes in marital 
status or family earnings. 

Black poverty lasts longer and is less affected by changes in family composition, 
f "\ earnings of a family member precipitates more than half of all episodes 

of childhood poverty and nearlv two^thirds of those for children in male-headed fam- 
ilies For children in female-headed families, however, more than 40 percent of 
spells of poverty commence with the creation of a female-headed family itself. De- 
clmes in earnings of a family member account for slightly more than one-fourth of 
the spells of childhood poverty fr* mother^ihild families. 

Higher family earnings are the primary route out of poverty for children. In- 
creased earnings account for 91 percent of poverty exists by children in male-headed 
mmilies, and for 60 percent of poverty exists by children m female-headed families. 
J'^rsons other thmi the family head earn a significant part of the increased income 
that lifts the children out of poverty (almost one-third of poverty exits made by 
male-headed families, and more than one^^half made by femde-headed families, are 
associated with higher earnings of a family member other than the head). 
Market income and poverty 

From 1978-1983 the incidence of market income poverty among children climbed 
almost 60 perc nt, reflecting the relatively high unemployment and, to a lesser 
extent, the pnce inflation that prevailed during much of the period. High unemploy- 
ment depresses earnings, the primary source or family income, price inflation dnves 
^ the TOverty thresholds, which are adjusted yearly for changes in the C;onsumer 
hTic* index In 7 of the last 12 years average wages failed to rise as fast as the pov- 
erty yardstick. ^ 

Ajthough the general demand for labor ma^ be a more important determinant of 
family earnings than characteristics of individual workers, some families have less 
opportunity to work and some have lower potential for earnings than others. 
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Those with a high probabiUty of havine sub-poverty earnings mclude- fan^ca 
with no full-time earner, families headed by mothers who failed to finish high 
school, and married-couple families with fathers who faJed to finish high school 
High school dropouts have lower hourly eaniinOT 

fi a child has only one parent with a full-time, year-round job, the chan^ are 
about one out of 10 (in a married-couple family) or more than one out Qf y (m a 
mother-child famUy), that he wiU be poor. Even m marned^X)uple families where 
both parents work more than 2,000 hours a year, the mcidence of child poverty is 
almost 3 percent. , ^ v i j 

In all. more than 2.5 million children with at least one parent who worked more 
than 2,000 hours a year in 1982-1983 were poor. They represented more than one- 
sixth of aU poor chHdren m 1983, including one-third of all poor children m mar- 
ried-couple families. , , . r j i. *i,<.„ j 

Black fathers typically work fewer hours than white fathers, and when tney ao 
work they receive lower hourly wages. Black married mothers work more, on aver- 
age, than their white counterparts and receive about the same wage rates. B^ck 
mothers m married couples earn more than such white "J^the^but ttie^ la^er 
earnings do not fully offset the lower earnings of black fathers. White smgle moth- 
ers work mon* houre than white married mothers; black smgle mothers, liowever, 
work fewer hours than black married mothers. , 

For both married and single mothers, hours worked increase with age of -ne 
mother and of her youngest child, they decrease with the number of chJldren 

Composition of family income differs by family type. However, as Table 3 shovra. 
except for families of widowed mothers, all family types relied on earmngs m lys^- 
1983 for more than half of total income. 

TABLE 3.-SHARE OF INCOME EARNED, ALL FAMIUES WTO CHILDREN, BY FAMILY TYPE 1982«83 
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Wtatd mother. . ... ... - - 

» CataiUted on basis o( (toJ Bare« powty defsstioo, a«iSed to IS82-W dita. 

Economic growth and incoms distribution 

The poor can benefit either directly or indirectly from improved economic conoi- 
tions. Economic growth brings job opportunities directly to some who are pow f ur- 
ther, high employment generates more Government tax revenue, which can be used 
to increase transfer payments to some with inadequate eammgs. . . 

However, the capacity of «:onomic growth to reduce the mcidence ot poverty 
among children appears to have been diminbhed by growing inequahty m the dis- 
tribution of family mcome relative to poverty thresholds. 

The question of income distribution is laden w»th both emotion and value judg- 
ments. This report does not argue for or against a more nearly ^^^i^l distribution of 
income, a choice that is reserved to the Congress. It merely notes shifts in the distri- 
bution of income and their effects on the poverty ra^ of children. 

in 1983 the average income of families with children was ?2S,2^ The average 
ratio of family mcome to poverty thresholds (which are a(«ustcd for f^^ly ^^^^ 
2.48. Thus, the average family's 1983 cash income was more than double its poverty 
threshold. The distribution of family income was more ungual in 19 W than in 
1968. For example, the share of income to the top fifth of families with chJdren 
(ranked by the ratios of family income to poverW thresholds) was 8 0 times that oi 
the bottom fifth in 1983. This compares to 4.6 in 1968. fo^;i:^ ^ui. 

From 1968 to 1983 average eammgs and other market mcome of famUi^with 
children, whether headed by a man or woman, rose relative to their poverty thresh- 
olds, which reflect changes in prices as well as in familv size. These market income 
cams were much sharper for blacks than whites and for men than women In the 
Sase of governmental cash transfers, the other source of ^aoney mcome for famili^, 
only male-headed families achieved gains relative to poverty thr^holds Their pn- 
mary transfer paymente were in the form of social insurance. For female-headed 



ERIC 



24 



famiUes, the ratio of cash transfer income to the official poverty threshold declined, 
reflecting erosion of welfare benefits by price inflation. 

If evenr fandly had experienced the average 1968-1983 change of its type (by race 
and gender of family head) in the ratios of market income and cash transfer income 
to poverty thresholds, the 1983 poverty rates for all family types would have been 
much lower than they actually were. If the income gains of white fathers had been 
evenly distributed among white male-headed famiHes with children, the incidence of 
poverty among st^h families would have been cut by one-thini from 1968 to 1983 
instead, because the distribution of the income gain was unequal, rather than equal! 
the actual poverty rate rose by more than one-half. For famiHes of black men the 
relative mcomc mm. if distributed equally among all such families, would have cut 
the poverty rate by ahnost one-half, but the actual cut was only one^ightk Similar 
A changes would have occurred for families headed by women 
According to simulations done by Professor Peter Gottschalk (Bowdoin College) 
and desCTibed in chapter 5. economic growth cannot be expected to reduce the rate 
01 poverty for famihes with children very rapidly. The estimates suggest that unless 
there is a reversal of the trend toward inequality of distribution family income 
relative to poverty thresholds, it nught take as long as 12 years (with an unusually 
lugn d ^roent annual growth rate in average market income relative to poverty 
thr^holds) for the Doverty rates of male-headed families with children to drop back 
to the levels of 1979 For nonwhite female-headed families, the simulations indicate 
that it might take 5 years. 

Government transfer spending 

The incidence .f child pover^ rose 52 percent in the decade from 1973 to 198S. 
wlT^n the Federal spending for mcome security climbed 83 percent in constant dol- 

Why did child povertv rise m the face of a continued mcrease in these outlays? 

1 he answer is that the increase in income security spending did not extend to 
cash outlays for poor children. Most of the extra spending for mcome security was 
1^70 * ?L^^ ^?2iP>y payments, which climbed from $101 bUhon m 
1973 to 5171 bilhon m 1983 (constant 1983 dollars). About two-thirds of social securi- 
ty's 36 miUion lyneficianes in 1983 were at least 65 years old. and the program's 
mnafaon-a^justed benefits, plus those of the Supplemental Security Income program 
for the needy aged (and blind and disabled) helped to cut the aged's poverty rate by 
13 percent during the decade. ^ 

In contrast to the growth m real spending for the aged. Gfovemment spending de- 
chned m real terms for social insurance payments and cash welfare benefits to chil- 
dren who were poor without such aid. Adjusted for price inflation, aggr^ate cash 
payments for such poor children were about six percent smaller at Ae end of the 
decade than at the beginning This was co even though the number of children poor 
before transfers grew by almost 4 million during the decade. The rise in the inci- 
dence and seventy of market income poverty among children was so large that real 
cash transfers would have had to rise sutetantially to compensate. Instead, these 
trusters declmed m terms of constant purchasing power. 

•iJ^? P^^S?^,^*^ insurance program aiding families with children is social secu- 
rity In 1983, the program paid $10.5 billion to children and parents. This exceeded 
by 40 percent the Federal sum spent on benefits to families enrolled in the cash 
we«are ProgTMa. Aid to Families with Dependent Children (AFDQ. A minunal esti- 
naate is that $3 5 biUion of the social security benefits— about one-third— went to 
clumren whose famihes' earnings left them poor. 

The four basic welfare praams for chUdren— AFDC. food stamps, Medicaid, and 
subsidize housmg-^showed different trends in spending and in coverage of the poor. 

The share of poor children served by AFDC and the food stamp program declined 
The average monttily number of children in AFDC fell 11 percent during the 
decade, despite a sharp rise in the number of pre-welfare poor children. The result 
was that the number of AFDC children (some of whom may not have been poor on 
an annu^ basis) per 100 pre-welfare poor children fell from 73 to 50. The fraction of 
received food stamps in a survey month dropped from 76 percent 
in 1978 and 79 percent m 1980 to 69 percent in 1983. However, the share of poor 
children covered by Medicaid was unchanged from 1979 to 1983 at almost one-half. 
and the share of poor households with cnildren that received subsidized houame 
rose from 15 percent m 1977 to 16 percent in 1981. 

In r^nt years both the food stamp program and Medicaid have concentrated 
more of their benefits on very poor" children, those whose annual family income is 
. '?^^ Percent of their poverty thresholds. The share of food stamp households 
(with children) who were very poor more than doubled from 1980 to 1982. reaching 
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49 percent. Similarly, the proportion of Medicaid children who were very poor rose 
from 24 percent in 1979 to 39 percent in 1983. Moreover, the share of the nation's 
very poor children with Mediccdd coverage climbed to 54 percent in 1983, up one- 
eight from 1979. , . ^ ^ 

Unlike AFDC, food stamp and Medicaid outlays generally mcreased m constant 
dollars over the decide, except for a downturn in 1982. Subsidized housing benefits 
grew steadily. Social secxiriU outlays for children and their parents fell 19 percent 
in real terms, reflecting child population decline and phaseout of student benefits. 

Maximum benefit levels and income limits for AFDC, Medicaid, and subsidized 
housing are unrelated to povex^ thresholds. Maximum food stamp benefits, howev- 
er, are so linked. They equal the adljusted price of the Thrifly Food Plan, which is 
roughly one-third of tiie poverty thresholds for most families. 

States set maximum AFDC benefits, which vary widely, and they pay 46 percent 
of their aggregate cost Tlie food stamp maximum benefit schedule is uniform, and 
benefits are fully federally funded. Since food stamp benefits vary inversely with 
cash income, families without market income in low-benefit AFDC States receive 
larger food stamp benefits than those in high-benefit States. AFDC benefits have 
been eroded by inflation, and some of Uie cash benefit loss has been offset by food 
stamps. The mB?rim^im AFDC benefit of the median State (ranked by benefit levels) 
fell s^ut one-third from 1971 to 1985 in constant dollars. 

Welfare policy and the rise in female-headed families 

By Federal law, AFDC is available only to needy children in single-parent fami- 
lies, unless the second parent is incapacitated, underemployed, or unemployed. M(»t 
States dw not offer AFDC to unemployed two-parent families, no matter how needy 
they are. 

When AFDC was enacted, 88 percent of families that received State welfare were 
needy because the father had died. AFDC benefits were intended to help the widow 
care for her children at home. But as time passed, the percentage of AFDC enroUeea 
who were widows and paternal orphans shrank to a tiny minority. In March 1979 
fewer than 3 percent of AFDC children were paternal orphans. And in March 1983 
more than 88 percent of the children had able-bodied but absent fathers; further 
more, the fathers of 47 percent of AFTDC children were not married to their mother 

Over the years there has been concern that concentration of AFDC benefits on 
fatherless families, and the program's exclusion of needy families with full-time 
jobs, may have inadvertently encouraged family breakup and unwed parenthood 

For both black and white teenagers, the proportion of premaritally conceived 
births mcreased from 1959 to 1978. At the same time a declining percentage of these 
unwed pregnant young women became married before the baby's birth. Some ob- 
servers nave maintains that welfare rules have discouraged marriage. 

The most complete analysis of AFDCs effects on family structure (discussed m 
Chapter 3) found that AFDC has had a dramatic impact on the living arrangements 
wf yuung single mothers, increasing the projwrtion who set up their own households 
Tlie study found that unmarried mothers in high-benefit States were much more 
likely to live in a separate household than those in low-benefit States. The study 
also found that benefit levels had a "relatively modest effect" on divorce and sepa^ 
ration rates, primarily among young married mothers, but that they had no appar 
ent effect on childbearing decisions of unmarried women at any agra. 

The Seattle-Denver mcome maintenance experiment, which provided uncondition 
al cash assistance (and offered separate payments to both helves of a couple that 
spht up), increased the rates of family breakup amoiijg families, with or without 
children, who received job counseling or education subsidies in addition to cash aid 
iln this study, "families*' included unmarried couples with children who livwl Uy 
gether on a continuing basis.) For families with children who received only c^h aid. 
however, the payments apparently decreased rates of family breakup, accordmg to 
an analysis recently reported.' Whether the difierence was due to presence of chil 
dren or to lack of non-cash services, or both, was not clear. 

Some researcheis have called for renewed attention to the rise of joblessness 
among young black men, which they consider to be a major cause of the long-term 
steady increase in female-headed households. The cause of the rise in joblessness is 
unclear. Study is ne«ied to examine at least two hvpotheses. (1) that demand might 
be low for young black male workers and (2) that they might be less willing to work 
than young black men were in earlier years. 



* Aaron, Henry. Six Welfare Questions Still Searching for Answer*. The Brookings Review 
Fall 1984. p. 15. 
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Issues for study 

The interaction of wage rates, unemployment rates, welfare benefit levels, and 
categorical eligibility rules affect children's economic status in ways not yet under^ 
stood. Among the mAjor questions that need exploration are the following: 

Why has the distribution of earnings relative to poverty thresholds become in- 
creasingly unequal for families with children? Is a polarization occurring between 
high and low earners (within each racial and sex group)? Why has there been a gen- 
eral rise in the proportion of persons with low earnings? 

Does poverty among young adults, especially among high school dropouts, result 
from a change in employers' willingness to hire those without credentials, or from a 
change in skills required for todays jobs, or from a decline in motivation and skills 
of the young people? 

What is the status of the one-half million poor children not in related families? 
How many are themselves heads of families? 

Why are poverty rates of children in two-parent black families double (and those 
of Hispanic families more than double) those of their white counterparts? 

To what extent is the rise in black female-headed families due to low job demand 
for, or changes in the labor supply of, young black male adults? 

Why do black single mothers work fewer hours than white single mothers, and 
black married mothers work more hours than white married mothers? 

What is the relative importance of tiie various factors that influence hours 
worked and wa^ earned by parents? 

What is the unpad of racial discrimination upon earnings of families with chil- 
dren? 

In summary, the incidence and intensity of poverty among children reflect demo- 
graphic, economic, and social conditions, along with public policies about transfer 
payments. The relative importance of these factors and the ways in whidi they 
interact are complex and not well understood. 

Chairman Forp. Thank you very much. 

The Chair would like to, before there are any questions to the 
Congressional Research Service, hear from the Congressional 
Budget Office. 

At this time. Dr. Peimer, we will hear from you and then the 
panel will have some discussion. 

STATEMENT OF RUDOLPH G. PENNER, DIRECTOR, 
CONGRESSIONAL BUDGET OFFICE 

Mr. Penner. Thank you very much, Mr. Chairman. 

The Congressional Budget Office's [CBO's] part of the study fo- 
cused on the policy options available to us. It was prepared under 
the general direction of Nancy Gordon and Marty Levine. I have 
with me at the table the two principal authors of the study Bob 
Williams and Gina Adams. If they look a little sleepy, it is because 
they have been burning the midnight oil to complete this project 
for some time. 

Chairman Ford. I know that to be a fact. I have met with them. 
I had a couple of occasions to meet with them and discuss this 
matter yesterdav in the office. 

We are delighted to hear the policy options as they relate to 
some of the problems and how we can introduce some of the l^is- 
lation and tne policy options that we have before us in this Con- 
gress. 

Mr. Penner, Because Mrs. Burke did such a good job of outlining 
the characteristics of the problems, I will not read any of my state- 
ment that pertains to that. I would like, however, to submit my 
whole statement for the record. 

By its very nature. Government affects the well-being of all citi- 
zens and influences hov/ many of them are poor. Monetary and 
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fiscal policies affect economic growth and stability; they determine 
how readily workers can find jobs and how much they can buy 
with the money they earn. The taxes collected by Government help 
determine how much income is available to meet consumption 
needs. Moreover, an array of laws and regulations influences the 
operation of labor markets and other aspects of the economy. 

In addition, governments at all levels provide a wide range of as- 
sistance intended to help people who remain in or near poverty. A 
number of cash and in-kind assistance programs— plus a tax credit 
for some families with low earnings — help low-income families with 
children meet their basic needs. Coverage is uneven, however* and 
average benefits vary geographically, sometimes greatly. Food 
stamps— a federally fmanced program that helps families afford a 
minimally adequate diet— -is the only assistance that is available to 
essentially all families in or near poverty. Aid to Families with De- 
pendent Children, [AIIXJl, which provides cash assistance, and 
Medicaid, which finances health care services, are shared Federal/ 
State responsibilities. Aid under these pro^frams is available to 
most children living in single-parent famihes with incomes less 
than State-established income-eligibility limits, which are generally 
well below the poverty thresholds. States also determine whether 
assistance is provided to children living in two-parent families 
where the principal earner is unemployed or worli less than 100 
hoars per month. This core of assistance is supplemented by subsi- 
dized nousing programs, which reduce shelter costs for some low- 
income famuies with children; b^ the earned income tax credit 
[EITC], v/hich reduces the tax liability, or provides cash payments, 
for low-income families with children and low earnings; and by 
school-based meal programs that subsidize breakfasts and lunches 
for low-income children attending schools that choose to partici- 
pate. 

Complementing this direct assistance system are subsidies for 
employment and training intended to help the parents of poor chil- 
dren work thei^ way out of poverty, as well as funding for a broad 
range of social services and education programs intended to allevi- 
ate some of the adverse consequences of poverty and reduce the in- 
cidence of poverty in the future. Most of this aid is available 
through annually appropriated programs that serve only a small 
share of those people who are eligible. ^ 

Because economic growth provides increased employment oppor 
tunities and higher incomes for those who work. Government ef 
forts to help promote economic expansion should be considered an 
integral part of any antipoverty policy. Even in a growing econo- 
my, however, many families with adults who work in jobs with 
very low pay may have difficulty meeting their children's basic 
needs. Also, for families with no labor force attachment— specially 
families headed by single mothers who have responsibilities for 
caring foi young children-~povert> status is less related to the con- 
dition of the economy. Children in these families are more likely to 
remain poor for extended periods and to be dependent on welfare 
through much of their childhood. To a large extent, this long-term 
dependency results from their parents* low educational attainment, 
lack of skills, and limited early job experience. For some, long-term 
dependency is related to hov. >oung their mothers were when they 
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first gave birth, which contributes to all these difficulties. While 
children in such families account for a small proportion of tiie pov- 
erty population at any time, they consume a disproportionately 
large share of welfare expenditures over the years and pose the 
greatest challenge to antipoverty policy. 

Options for altering current Federal efforts that help to reduce 
poverty among children, or its effects on them, are ad varied as 
views r^arding the dynamics of poverty and the appropriate role 
for Govermnent. Some alternative would comprehensively restruc- 
ture the current welfare system. These range from proposals to 
have the Federal Government assume fxiU responsibility for provid- 
ing a minimum income floor for all families with children^ to pro- 
posals that would greatly scale back the current public assistance 
system in order to increase incentives for low-income people to 
take responsibility for improving their own well-being. Also, sever- 
al of the current proposals for restructuring the F^eral income 
tax system include provisions that would reduce or eliminate the 
income taxes paid by poor families. 

At the request of this committee, the CBO's contribution to the 
study that you are releasing today focuses primarily on options 
that would modify existing policies, but would leave the structure 
of the present puolic assistance system the same. Again as request- 
ed, the options considered inclucie many of those contained in the 
proposed Omnibus Antipoverty Act of 1984 (H.R. 4920), which was 
introduced in the last Congress. In part 11 of the committee^s 
report, the CBO examines more than 40 specific options; in part HI, 
we provide additional detail r^ardmg modifications to the AFDC 
Program. 

The remainder of my statement presents examples of the options 
that are discussed at greater length in parts n and IH of the com- 
mittee report. The specific alternatives reflect three different ap- 
proaches to dealing with the problem of childhood poverty: 
^ One set of options would increase Government transfers to pro- 
vide poor fanuiies with additional resources to meet immediate 
needs. 

The second set of options includes policy changes intended to en- 
hance the ability of low income fanuiies with children to achieve 
economic independence and, thus, to escape poverty through their 
own efforts. 

The final set of options is designed to help alleviate some of the 
potential effects of poverty on children, or to reduce the incidence 
of childhood iwverty in the future. 

In considering any option, several fundamental issues must he 
addressed. For one thmg, how effective would a particular ap- 
proach be? This question is often difficult to answer fully. Even 
when the amount of aid is easily Quantified, as in the case of cash 
benefits for poor families, it is difficult to know how much assist- 
ance actually reaches the children and thus what the impact will 
be on their well-being. Also, in deciding how much assistance to 
provide, there is necessarily a dilemma involved in balancing more 
help for the children with reduced incentives for their parents to 
support their families themselves. In other cases, such as the provi- 
sion of many social services, it is inherently difficult to assess the 
effectiveness of alternative policies. Finally, the long-run impacts 
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are seldom understood, even in cases where the immediate effects 
are well analyzed. 

Even if there is general agreement that a particular approach is 
worthwhile, the large projected Federal budget deficits confront the 
Congress vnth difficult tradeoffs. Because many proposals to mo^ 
current policies would require additional outlays or would reduce 
revenues, other demands on the Government and limited tax reve- 
nues conflict with the desire to aid poor children. As the Congress 
works to reduce deficits, choices among these competing factors are 
particularly difficult. 

The remainder of my statement, Mr. Chairman, considers specif- 
ic options in some detail. Rather than read them all, I think it best 
just to take your questions on any that might interest you. 

Thank you. 

[The prepared statement follows:] 

Statement op Rudolph Penneb, Director, Congressional Budget OmcE 

In 1983» nearly 14 million American children, or more than one child in five, lived 
m poverty as measured by the official Bureau of the Census definition. These chil- 
dren constituted nearly 40 percent of all poor people, and they and the adults with 
whom they lived represented more than two-thirds of the poverty population. Al- 
though these figures were recorded near the end of a deep recession and some im- 
provement IS likely because of the subsequent economic recovery, the poverty rate 
among children w not apt to drop very sharply, and large numbers of children will 
almost certamly be poor for some years to come. 

I am pleased to be here to discuss the incidence of poverty among children and 
options for alleviating it. The information I will be presenting is taken from the 
Congresional Budget Office's (CBO'a) contribution to the study of children m poverty 
that your Committee is releasing today. 

My remarks cover three topics. The pattern of poverty among children, the cur- 
rent federal role m helping poor children, and options for altering present federal 
efforts. 



THE PATTERN OF POVERTY AMONG CHILDREN 

Any measure of poverty is necessarily arbitrary, and the number of people— m- 
cluding children -who are deemed to be poor depends on what yardstick is used. 
Nonethel^, such measures are useful, both as guides to how economic hardship is 
distributed within the population and as means of judging progress toward alleviat- 
ing it The official poverty measure, which was established two decades ago, judged 
each member of a family to be poor if the family had pretax cash income less than 
three times the cost of a nutritionally adequate but minimum diet. The measure re- 
mains essentially the same today, with acUustments made for changes in the cost of 
livmg In 1983~the most recent year for which comprehensive data are available on 
family mcomes- the poverty threshold for a family of three was roughly $8,000. For 
other families, the thresholds varied from about $5,000 for a single person to just 
over $20,000 for families of nine or more. 

By the Census measure, 22 percent of all children were poor in 1983. Alternative 
me^ures of poverty can be constructed by specifying different poverty thresholds, 
and by altering the definition of income available to families. The latter could be 
changed to mclude in kind benefits (such as food stamps and housing subsidies^, and 
to exclude taxes that reduce the resources available to pay for goods and services. 
Under 1 1 illustrative combinations of such changes considered by the CBO, the over- 
all childhood poverty rate varied from about two percentage points less than the 
official rate to about six percentage points above it (see Table 1). 
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TABl£ 1. POVERTY RATES FOR CHILDREN UNDER ALTONATIVE ILLUSTRATIVE INCOME DEnNITIONS 
AND POVERTY THRESHOLDS, 1982 

















fiinatim 






wtoi ^ 


Official 




»21.9 


20.7 19.8 
20.3 19.4 

25.6 25.2 

27.7 27.3 






21.6 


New muitipGer 




24.9 


Relative 




26.4 









otind kKixm »d csnsnnptin. Hnaiy. bt Intttrvt" ttrahoM b set it 50 perant of nx5m Imif maim. Of tt» ttnt MvMtives, ttn fht S 
ibo«t 1 percinl lower, tfie second 13 peront tuctiir, in] ttit M 19 percent Nftw thM the orficU timhoid is ISSl 

sTmk) ipw jneisuns n nocMa Khttm to cash onfiKto tain accwnt of the nlui of MM benefits people mfve and the fedm 
name^and piyni taes ttey uv. Tbe casl^^MiM/fidpient-nlue measyri tiUs to deternini Hm modi redpitfts MA kxnne, wUe 
tf» boM-dien value b equal ii> tfie smaltf of the raid vabe of the kHdnd inccme and the nonnal eipendltin on the pvticubr food ty 
(Mies at the poverty M BotJ) aHnatim sut^ * ' 

* pRS value nfnsnts the WTiDt Bwtaw of the 

Spurtt Comressi^ 
of tbe n-kM noome aid of taxei 

Under these poverty measures, the proportion of all children who are poor varies 
greatly according to household composition, ethnicity and race, and where the chil- 
dren live. Using the official definition, of all children living in single-parent house- 
holds headed by women, 55 percent were poor in 1983— more thaSri four times the 
rate for children in other households. In the same year, 47 percent of all black chil- 
dren and 38 pjercent of all Hispanic children were poor compared wiUi 15 percent of 
all nonminority children. Among minority children in houiseholds headed by a 
single woman, about 7 out of every 10 were poor. Geographically, poverty was most 
common among children who lived either in central portions of metropolitan areas 
or in nonmetroplitan areas. 

THC CURRENT FEDERAL ROLK 

By its very nature, government affects the well-being of all citizens and influences 
how many of them arc poor. Monetary and fiscal policies affect economic growUi 
and stability, they determine how readily workers can find jobs and how much they 
can buy with the money they earn. The taxes collected by government help deter- 
mine how much income is available to meet consumption needs. Moreover, an array 
:^f laws and regulations infiuencea the operation of fabor markets and other aspects 
of the economy. 

In addition, governments at all levels provide a wide range of assistance intended 
to help people who remain in or rear poverty, A number of cash and in-kind as3is^ 
ance programs—plus a tax credit for some families with low earnings— help low- 
mcome families with children meet their basic needs. Coverage is uneven, however, 
and average benefits vary geographically, sometimes greatlv. Food Stamps— a feder 
al!v financed program that helps families afford a minimally adequate diet- is the 
only assistance that is available to essentially all families in or near poverty. Aid to 
Families with Dependent Children (AFDO, which provides cash assistance, and 
Medicaid, which finances health care services, are shared federal/state responsibil^ 
ities Aid under these programs is available to most children living in single-parent 
famlli^ with incomes less than state-established Income-^ligibilitv limits, which are 
gener^y well below the poverty thresholds. States also determine whether assist- 
ance is provided to children living in two-parent families where the principal earner 
IS unemployed or works less thmi 100 hours per month, TThis core of assistance is 
supplemented by subsidized housina programs, which reduce shelter ooeU. for some 
low income families with children, by the Earned Income Tax Credit (ETIO, which 
reduces the tax liability, or provides cash payments, for low-income families with 
children and low earnings, and by school based meal programs that subsidize break 
fasts and lunches for low income children attending schools that chojse to partici- 
pate. 

Complementing this direct assistance system are subsidies for employment and 
training intended to help the parents of poor children work their way out of pover- 
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ty, 218 well as funding for a broad range of social servicee and education programs 
intended to alleviate some of the adverse consequances of poverty and reduce the 
incidence of poverty in the iuture. Most of this aid is available tIux}U£h annuallv 
appropriated programs that serve only a small share of those people who are eligi- 
ble. 



Because economic growth provides increased employment opportunities and 
higher incomes for those who workt government efforts to help promote economic 
expansion should be considered an integral part of any antipoverty policy. Even in a 
nowing economy, however, man^ families with adults who work in Jobs with verv 
low pay may have difficulty meeting their children's basic needs. Also, families with 
no labor force attachment— especially families headed by single mothers who have 
responsibilities for caring for youn^^ children^poverty status is less related to the 
condition of the economy. Children m these families are more likely to remain poor 
for extended periods and to be dependent on welfare throiudi much of their cmld* 
hood. To a large extent, this long-term dependent results mm their parents' low 
educational attainment, lack of skills, and limited early Job experience. For some, 
long-term dependency is related to how youujf their mothers were when they first 

Save birth, which contributes to all these difnculties. While children in such fami* 
es account for a small proportion of the poverty population at any time, they con* 
sume a disproportionately large share of welfare expenditures over the years and 
pose the greatest challr e to antipoverty policy. 

Options for altering current federal eftorts that help to reduce poverty among 
children, or its ejects on them, are as varied as views regiu'ding the dynamics or 

Eoverty and the appropriate role for government Some alternatives would compre* 
ensively restructure the current welfare system. These rango from proposals to 
have the federal government assume Mi responsibility for providing a minimum 
income floor for all families with children, to proposals that would matlv scale 
back the current public assistance nrstem in onler to increase incentives for low- 
income people to take responsibility for hnproving their own well-beinjj. Also, sever- 
al of the current proposals for restructuring the federal income tax system include 
provisions that would reduce or eliminate the income taxes paid by poor families. 

At the request of this Conmuttee, the CBO's contribution to the study that you 
are releasing today focuses primarily on options that would modi^ existing policies, 
but would leave the structure of the present public assistance system the same. 
Again as requested, the options considered include many of those contained in the 
proposed Omnibus Antipoverty Act of 1984 (H.R. 4920), which was introduced in the 
last Congress^ In Part H of the Committee's report, the CBO examines more than 
40 specific options, in Part HI, we provide additional detail r^arding modifications 
to the AFDC program. 

The remainder of my statement presents examples of the options that are dls> 
cussed at greater length in Parts U and III of the Committee report The specific 
alternatives reflect three different approaches to dealing with the problem of^ child* 
hood poverty: 

One set of options would increase government transfers to provide poor fanuliss 
with additional resources to meet immediate needs. 

The second set of options include policy changes intended to enhance the ability 
of lo^w income families wiw. children to acnieve economic independence and, thus, to 
escape poverty through their own efforts. 

The final set of options is designed to help alleviate some of the potential effects 
of povertj; on children, or to reduce the inciaence of childhood poverty in the future. 

In considering any option, several fundamental issues must be addressed. For one 
thing, how effective would a particular approach be? Hiis question is often difficult 
to answer fully. Even when the amount of aid is easilv quantified, as in the case of 
cash benefits for poor families, it is difficult to know how much assistance actually 
reaches the children and thus what the impact will be on their well-being. Also, in 
deciding how much assistance to provide, there is necessarily a dilemma involved in 
balancing more help for the children with reduced incentives for their parents to 
support their families themselves. In other cases, such as the provision of man^ 
social services, it is inherently difficult to assess the effectiveness of alternative poli> 
des. Finally, the long run impacts are seldom understood, even in cases where the 
immediate effects are well analyzed. 



' The BDCcific parameten included In 4920 should be viewed a» illustraUve of various 
typ« of changet that could b« made in current policies. 



OPTIONS FOR HSLPINQ LOW-JNCOltt CHILDKXK 
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Even if there is general agreement that a particular approach is worthwhile, the 
laiige projected federal budget deficits confront the Congress with difficult tradeoffs. 
Because most proposals to modify current policies would require additional outlays 
or would reduce revenues, other demands on the government and limited tax reve- 
nues conflict with the desire to aid poor children. As the Congress works to reduce 
deficite, choices among these competing factors are particularly difficult. 

INCJUEASl RESOURCES THROUGH DIRECT ASSISTANCE 

One set of options would increase resources provided by the government— either 
by mcreasmg benefits to families that are already eligible for assistance, or by ex- 
panding eligibility to reduce disparities that now exist in the treatment of similar 
types of fami'ies. Both approaches would improve the living standards of some low- 
income families with children, but they could also weaken incentives for low^income 
families to make their own effoi2s to escape poverty. 

Increase benefit levels.-One option for mcreasing the incomes of low-income ''ami- 
hes with children would be to require that all states set minimum AFDC benefits at 
a level sufficient to assure that any assisted family would have cash income plus 
food stamps equal to at least 65 percent of the federal poverty guidelines.* If such a 
minunum were enacted to take effect in 1986, a famUy of three with no other 
mcome would receive an AFDC benefit of ?396 per month, plus $132 in food stamps. 

This option would raise AFDC benefits for some or all current recipiente in 41 
stst^ About 22 million families currently participating (that b, three-fiflhs of the 
total) would recewe net increases averaging about $75 per month in the combined 
value of their AFDC and food stamp benefite, and an estimated 190,000 additional 
famUies would jom the AFDC program. Such a change would increase net costs for 
the federalgovernment and the states by about $2.7 bUlion in 1986, including in- 
creased AFDC expenditures, plus associated increases in Medicaid, net of reduced 
food stamp expenditures. About one-half of the increased costs would be borne by 
the federal government Raising benefits would oko incrcaco work disincentives, es- 
pecially for people with low potential earnings and those in areas where wages are 
generally low. ^ 

AnoUier option would be to encourage states to raise AFDC benefits faster than 
tney otherwise would by reducing the states' share of costs for benefit increases. For 
example, as proposed m last year's Omnibus Antipoverty Act, the state share of 
benefit increases made on or after December 1, 1983 could be reduced by 80 percent 
•oats and effecte would depend on state responses. If states continued to raise bene- 
titj at present rates, this option would serve only to shift costs from them to the 
federal government Alternatively, states could elect to hold their AFDC costs at the 
same level xh^y otherwise would have been, and use the increased federal payments 

tnTuMr ^'^^A o t.M?.**^^*^?S^^K^^^ assumptions, federal costs would rise 
by fO 1 billion to $0 2 biUion m 1986, while states could save as much as $0.1 biUion 
in that year Both federal coste and state savings would rise in later years, reflect- 
ing the unpact of subsequent benefit increases. AFIK: recipients in states that chose 
to mcrease benefits more rapidly than they now do would again, but the amount 
cannot be estunated, 

A third option would be to liberalize the Earned Income Tax Credit (EITC). In 
recent years, the tax burden on poor families has risen rapidly. A four-person 
family with eamii^ at the proverty level wiU pay over 10 percent of its income in 
"^^"^^ 1985-up from about 4 percent as recently as 

; "^"?vte»o*^^ P®"^' real value of the EITC has declined. Be- 

S!f ?QAA number of families benefiting from the credit declined by 

about 900,000, and total benefite realized fell by $300 nullioa 

Raising the EITC froni 11 percent to 16 percent of the first $5,000 of earnings, and 
phasmg it out between $11,000 and $16,000 of earnings— as caUed for in last year's 
Omnibus Antipoverty Act-would approximately return the credit to its 
1979 level Such a change would reduce the marginal tax rate for about 2.5 million 
current beneficiaries with eammgs between $6,600 and $11,000. It would also pro- 
ti/nSS'' ^ 3 7 million families that have earnings between $11,000 and 
• "^^^r current law. For the latter group, however, chang- 

ing the t^iVL m this way would raise their effective marginal tax rates, thus reduc- 

fiil'SfnnwLVfi^^lJ?* ?f for example, than the benefit level avaUable through 

it?J''iS.^T®i^f^ ^"^"^^ ^"SSS^ program, which eervee low-income elderly, bhnd, and dL 
Art f ^£ minimum AFDC Senefit woa included in the propoeed Omnibui Ai^tipoverty 



ERIC 



36 



83 

ing their marginal incentives to work. The not budgetoiy impact would be about 
^3.4 bilUon in 1986. 

Reduce disparities in coverage,— Other optiona would reduce disparities in cover- 
age under current programs by extending eligibility to families that are not current- 
Iv served in some or aU states. One alternative would be to mandate coverage in die 
AFDC program for poor two-parent families in which the principal earner is not em- 
ployed or works lees than 100 hours per month— a group that about hidf the states 
have chosen not to cover. Another option would be to provide coverage for all poor 
two-parent families, regardless of their employment status. The latter change— 
which would provide benefits to some families that are cxurently categorically ex* 
eluded under federal law— would add an estunated 450,000 families to the AFDC 
rolls. Total net federal costs would be about $1.3 billion in 1986; state costs would 
amount to about $200 million in the same year such a change would reduce incen- 
tives for some low-income recipients to work, but it would also eliminate one incen- 
tive that low-income parents have not to marry or to break up if they are married. 

Another alternative would be to require that states provide Medicaid coverage for 
all low-income children and jpr^nant women, r^ajrdles of Uie ^pe of funuy in 
which they live. Mandatory Medicaid coverage for all children and pr^ant women 
in families with income below 65 percent of the federal poverty guidelines, for ex- 
ample, would serve an additional 700,000 childrci and 100,000 pregnant women an- 
nually. This option would reduce disparities in the access of low-income children 
and pr^ant women to health care without expanding eligibility for each assist- 
ance. It would rise annual costs by roughly $700 million, divided about evenly be- 
tween the federal government and the states. 

PROMOTX ECONOMIC INDKPXNDBNCE 

A second broad strategy for aiding poor children would be to help their parents or 
pia^diana achieve economic independence. This approach could involve raising work 
incentive or work requirements in cut rent transfer programs, increasing employer's 
willingness to hire parents of poor children, either by raising parents' skOls or by 
lowering the cost of employing themj or expanding access to cmid care. 

Increase work incentives or work requirements tn current transfer progmms.— Nu- 
merous changes could be made in the rules governing public assistance programs to 
encourage parents to work more. The federal government could, for example, raise 
permissible deductions from income imder Uie AFDC and Food Stamp programs, 
this change would lower the amount by which benefits are reduc<?d for people who 
work Specific changes could include allowing larger deductions to cover work-relat- 
ed expenses, raising limits on deductible child care costs, or disregarding a larger 
ft action of earnings in calculatmg benefits. The combination of adjustments in the 
AFDC program called for in last year's proposed Omnibus Antipoverty Act would 
affect about 215,000 current recipients, raismg benefits by an average of $69 per 
month in 1986 for 155,000 families, but lowering benefits by about $16 per month for 
60,000 others. In addition, aa estimated 190,000 new participants would qualify for 
payments averaging $116 pei month. The total net cost would be about $0.5 bUlion 
m 1986, about 40 percent of which would be paid by the federal government While 
this option would reward families that try to help themselves, its effect on work 
effort IS unclear. 

Another option would be to require that all adults in families receiving AFDC 
benefits perform some work as a condition of receiving benefits, unless they are ex 
empted for reasons such as disability or the responsibility of caring for a young 
child Currently, many states have some type of ' Vorkfare program for AFDC re- 
cipients, but in most states it is not universal. Mandatory workfare would increase 
Incentives for welfare recipients to seek jobs. It might also provide welfare recipi> 
ents with opportunities to increase their skilb and credentiids so that they could 
become self6ufficient. Many claims about the value of worSfare arc in dispute, how 
ever Reliable information on its effects should be available shortly when eval«a 
tions of current demonstration programs are completed. 

Increase the ability of low- income parents to compete for Jobs, —The employme^it 
prospects of low income parents coula also be improved by increasing their skills or 
b> increasing the demand for the skOls they have. One option for raising skill levels 
would be to mcrcase training funds under the Job Tredning Partnership Act (JTPA). 
For example, an additional $100 million in JTPA funds earmarked for AFDC redpi 
ents could provide training to about 50,000 more people— an increase of more than 
40 percent in the number of AFDC recipients who now receive JTPA training. 
Based on evaluations of an earlier program, there is reason to anticipate that JTPA 
training could Increase the future eatnlngs af welfare recipients, especially ^oi those 
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with little previous work experience. Opponents argue, however, that some of the 
gains in earnings reflected differences in motivation between participants and non- 
participants, and that funding increases are not warranted. 

Another approach would be to subsidize the wages of particular groups of work- 
ers One option would be to reauthorize the Targeted Jobs Tax CWit (TjTC), which 
provides private employers who hire members of certain economically disadvan- 
taged groups— including AFDC recipients— with tax credits of up to $3,000 for the 
first year of employment and $1,500 for the second year. Extending the credit, 
which IS due to expire at the end of this year, and limiting eligibility to AFDC re- 
cipients would encourage private employers to hire members of this group. On the 
other hand, employers might receive the subsidy for hiring workers they would 
have hired anvway. 

Alternatively, more jobs for low-wage workers might be available if certain regu- 
lations and laws affecting the operation of labor markets were relaxed or eliminat- 
ed For example, the Congress could reduce the federal minimum wage, which is 
currently set at $3.35 per hour. While this action would probably help additional 
members of poor families with children to find jobs, it would probaJbly decrease 
earnings for some people who already hold minimum-wage jobs, because their wages 
would be reduced. The precise impact this option would have on poor families mth 
children is not known. 

Increase access to child cane.— For some low-income parents, limited access to af- 
fordable child care may be the greatest constraint on their ability to look for jobs. 
One approach for increasing access is to provide incentive grants to states or non- 
profit organizations to expand low-cost child care. Alternatively, child care for low- 
income families could be subsidized directly. For example, a set-aside could be pro- 
vided in the Social Services B'ock Grant (SSBG), which is funded under Title XX of 
the Social Security Act. (Funding for the block grant is $2.7 billion in the current 
fiscal year ) In addition, the dependent care tax credit could be modified to make it 
more valuable to low income families. Considerable disagreement exists, however, 
over the adequacy of the current supply of child care, the degree to which a lack of 
child care limits labor force participation, and the role the federal government 
should play in this area. 

ALLEVIATE ADVERSE EFFECTS AND HELP PREVENT FUTURE POVERTY 

A final Bet of options focuses on ways to alleviate some of the adverse effects of 
poverty on children, or to help prevent poverty in the future. 

Because teenage pregnancy contributes substantially to child poverty and long- 
term dependence on public assistance, another approach would be to attempt to 
reduce the teenage pregnancy rate and to help those teenagers who become preg- 
nant One option would be to increase funding for family life education programs or 
^or family planning information and services. For example, increasing funding by 
$100 million for Title X of the Public Health Service Act could provide family plan- 
ning services to 1 4 million additional adolescents. Family life education and family 
planning could increase teenagers* knowledge of the consequences of sexual activity, 
aa well as their access to contraception. There is great controversy, however, about 
whether it is appropriate for the federal government to fund such assistance or 
whether parents should be solely responsible. Pregnant teenagers could also be 
given mformation about adoption. In addition, comprehensive services could be pro- 
vided to those teenage mothers who choose to raise their children themselves, by 
assisting them to remain in sch»x)l and thereby improving their chances of achiev- 
ing economic independence. 

Another approach would be to provide ameliorative or preventive services to the 
rhildren themselves. One example would be to Increase funding for the Head Start 
program, which pays for a wide range of services for low-income children and their 
families through a preschool day care program. In addition to safe and developmen- 
tally onented day care, the program provides children with medical and dental serv- 
ices, as well as balanced meab. While the long-term educational effects of the na- 
tional Head Start program remain unclear, some preschool intervention programs 
have been found to lessen substantially the odds of failure in school, and even to 
improve employment experiences after high school. Funding for this program is $1.1 
billion in 19B5. 

The federal role couid also be expanded by helping prevent child abuse or neglect. 
Although these problems are found In families at all mcome levels, some luw-mcome 
families find it particularly difficult to resolve their difficulties because of inad- 
equate resources. One option would be tu encourage states to develop prograraa to 
remedy some of the problems that low income famdies face in the child welfare 
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system. For exaiP^ls, funds could be provided either through the Social Services 
Block Grant, or through a new grant program, to help etatw provide prevention and 
reunification services to meet the needs of low-income familiee. 

Funding could also be increased for the Supplemental Food Program for Women, 
Infants, and Children (WIO, which providea food assistance and nutritional screen- 
ing to low-income pr^ant and postpartum women and their infants, as well as to 
low-income children up to age five. Evaluations of the WIC program h^ive found it 
to be effective in reducing the Incidence of low birthweight among infants— a condi- 
tion that is linked to increased probability of infant mortality and a wide variety of 
birth defects. Program coverage aopears to be incomplete, however. Current appro- 
priations—which are set at about $1.5 billion in 1985— are estimated to be sufficient 
to serve only about one-third of all incom&«ligible women, one-half of all income^ 
eligible infants, and one fifth of all income-eligible children. Data are unavailable, 
however, on the proportion who also meet the nutritional-risk criterion. 

CONCLUSION 

In conclusion, children make up the largest single group among the poor in this 
country, and their numbers grew sharply oetween 1979 and 1983. While some im- 
provement has probably occurred since Uie most recent information was gathered, 
children will almost certainly continue to constitute a large share of the poor popu- 
lation for some years to come. 

Numerous options are available for altering current federal efforts to help these 
children, but most would either increase federal ouUays or lower revenues during a 
time of overall budgetary stringency. Balancing the desire to help poor children 
with broad budgetary concerns pooes difficult tradeoffs for the Congress. 

PoucY Options To Reduce Poverty Among Children 
Aid to familie$ with dependent children fAFDCJ 
Establish National Minimum AFDC Benefits. 
Expand AFDC Unemployed Parents Ftomim. 

Make AFDC Unemployed Parents Program (AFDC- UP) Mandatory for All 
States. 

Extend AFDC Eligibili^ to All Low Income, Two-Parent Families, Regardless 
of Labor Force Status. 
Raise AFDC Asset Limits. 

Require Employable AFDC Recipients to Participate in Work Related ActiviUes. 

Liberalize the AFDC Earnings Deductions. 

Raise Federal Matehing Rate on New Benefit Increases. 

Earned income tax credit [EITCJ 
Return the ETTC to its 1979 Real Valup and Index. 
Increase the Percentage of Eamir^ ^ ilovi^ as a Credit. 

Raise the Percentage of EamingB A.hwed, as a Credit and Increase the Turning 
Points. 

Use Poverty Guidelines to Define Earnings Levels that Reccive Maximum Credits. 
Children's allowance 
Food Stamps: 

Increase Maximum Food Stamp Allotments. 

Change Limits on Child Care and Excess Shelter Cost Deductions. 

School Nutrition Programs 

Make the National School Lunch Program and/ot the School Breakfast Program 
Mandatory for All Schools. 
Increase the Reimbursement Rates for the School Breakfast Program. 
Raise the Income-Eligibility Guidelines to Encompass More Stuoents. 

Health care 

Exnand Medicaid Eligibility to Include All Children and Pregnant Women in 
Familiee With Income Under 65 Percent of Poverhr. 
Increase the Number of Federally Subsidized Pnmary Care Centers. 
Provide School-based Health Insurance Coverage. 

Housing assistance 

Make Housing Assistance an Entitlement for Poor Familiee with Children. 
Reduce Benefits and Exi)and Coverage for Poor Families with Children. 
Reallocate Certain Housing Assistance Toward Cash Grants. 
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Supplemental Food Program for Women, Infants, and Children [WIC] 
Expand Funding for WIC. 
Convert SIC to an Entitlement Program. 

Child welfare services 

Increase Funding for the Social Services Block Grant (primarily title XX), and 
Earmark the Additional Funds for Child Welfare Services. 

Provide Incentive Funding to Foster Innovative State Prevention and Reunifica- 
tion Service Pn^rams. 

Targeted education programs 
Expand Head Start. 

Increase Funding for Compensatory Education (Chapter 1). 
Services Related to Adolescent Pregnancy and Parenthood 
Increase Assistance for Family Life Education Programs. 
Expand Access to Family Planning Services. 
Expand Access to Adoption Services. 

Provide Comprehensive Services to Adolescents \Yho Choose to Raise Their Chil- 
dren Themselves. 

Expand School-based Services. 

Develop Comprehensive Services Linked to the AFDC Program. 
Employment and Training 
Increase Training Opportunities for AFDC Recipients. 

Expand Funding for Job Training Partnership Act (JTPA) Programs. 

Enact a Program of Closely Supervised Work Experience. 
Increase the Demand for Low-Paid Labor. 

Reauthorize the Targeted Jobs Tax Credit for AFDC Recipients. 

Remove Barriers to Employment 

Child Care 
Encourage Greater Supply. 

Provide Incentive Grants for the Development and Operation of Targeted 
Child Care Programs. 

Promote the Development of Umbrella Organizations for Family Day Home 
Providers. 

Improve Knowledge About Available Child Care Resources. 
Improve the Afibrdability of Child Care for Low-Income Families. 

Earmark Social Services Block Grant Funds for Child Care, 

Modify the Dependent Care Tax Credit 
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TABLE nt-J. COMPARISON 07 VOC OPTIONi 



Option 



Affected Ftmillet 



Vumber of 
PtmltlHAfftcted 

Currtot New 
Ftmllitt Ptmlllet 



Avert j(e Dentflt 
Char)](e (in doIUrt 
per month) 



r.utT«ot 



New 



FiKtlYctr 19UC<nt. 

OnWUfon<of<fe>ll:in)a/ 
Fc^tl Stttf toui 



Chtntt In the 
OffkUl Poverty 
C«o for Pamlllet 
VlthCMMrm 
(iftbilHons 
of (ioIUn) 



Minimum Renefl: Cstetorlc«ily ellj^lblt 
(ODCfcent of poverty ftmlllet in low- 
benefit' :«te« 

M percent of povert/ 


l.( 
2.2 


0.1 
0.2 


S9 

111 


193 
1J7 


N.A. 
1.) 


N.A 
I.I 


N^. 
2.7 


•2.7 


70 percent of poverty 




2.) 


0.3 


1(0 


20t 


N.A« 


N.A. 


N.A. 


•3.9 


Eitcnd benefit! to 
Two-Parent Ft millet 
All sttttii current 
clislbltity rules 


Two-parent families 
with unemployed earners 
in non-Arfx>ur states 


0 


0.1 




22S 


0.2 


0.2 


0.1 


-0.1 


AU poor ftmltlest 
rei(«rdle$$ of 
employinent ttctut 


Two-parent families not 
currently eiUible due to 
employment status or tlvlnf( 
In non AFDC-UP states 


0 


0*1 




if? 


1.) 


0.2 


1.) 


-0.4 


LIberalite Anet 

LImiUtlons 

S2,2» 


Low-Income facJHet 
with assets above 

current limits 


0 


0.1 




m 


0.1^.) 


0.1-0.« 


0.2-0.7 




Current 'ood 
stamp limltt 




0 


0.1 




N.A. 


0.2 


0.2 


0.) 


N.A 


No limits 




0 


0.2-9.1 




N.A. 


O.I-O.S 


0.3-0.7 


0.7-1. ^ 




Rc<^lfe Employable 
Recipients to Partici- 
pate in trork-Related 
Acti/itict 


All recipient families with 
employable members not now 
wor1(l»v5 and not otherwise 
exempted from work 




f 

Costs « 


vf effects of this option cannot be estimated for UcU of data. 




LtSeraltze Eamlnscs 
Dc^tions 


Primarily families 
with eamlnts 




0.2 






0.2 


0.3 


O.J 


-0.2 


Reduce State Matchlr^ 
Rates for benefit 
Increases 


Unitnorwn since 
state behavior 
cannot be prcdicled 


1.7 


M.A. 


0-7 




0.1-0.? 


-0.1-0 


0-0.2 


N.A. 



SOURCEi Ccojrresslonal Budj^et Office estimates. 
M.A. T Not avalUble 

a. Combined budgetary effect of chani^ts in AFDC, food stamot, and Medic4>d. 
h. 1 55,00^5 cunrent recipients wouM jjain benefits* while 60,000 wouM M l^s. 

\rer*r.e benefit increase fc* those curreni recjpienis wtK^ benefit) ri9?. ftecifMenxs whose benefits wouM Uli «ouH lose an averai^eot $13 per month. 
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Chairman Ford. Thank you very much, Dr. Penner. I am sorry 
that I had to walk over to the House floor and vote. But we are 
delighted to hear from you today. 

We have heard from CBO as well as CRS as we try to address 
some of the ills in which not only the children of this Nation are 
faced with, and tho3e who are living below poverty, but when we 
look at information and see charts that have been shown to this 
committee today that children living below poverty have outnum- 
bered or outranked the aged. And that is not to say that we sup- 
port poverty among the aged, or any other class or group of people 
in this Nation, but we have heard from other agencies and we have 
heard from other independent studies just recently. 

This committee made a field trip and heard fr^m Dr. Lany 
Brown, who headed the physician s taik force over at Harvard Uni- 
versity, that talked about poverty and hunger in America reaching 
epidemic stages. We have received information on the subcommit- 
tee that shows, and will indicate very strongly that some 85 million 
plus Americans are living today belo\/ poverty, and we receive this 
report today, and many of us have i*ot had an opportunity to go 
over it page by page, but the over/iew and testimony we have re- 
ceived today IS devastating to know that some 18 plus million 
American children in this country are living below poverty. And I 
think it is clear to say that that is the next generation that will 
lead this Nation, and I am just happy to have the opportunity to 
chair this committee and to hear from these two panels joinea by 
ociL of our very distinguished S8tator3 from the other body, and 
members of this subcommittee who are willing and able to address 
tlJs problem, I strongly would hope that the administration and 
other colleagues in both Houses of the Congress will continue to 
l««ke a serious look in knowing that we must address the problem 
of poverty among children as well as hunger in America, and ad- 
dress some of those other ills in which we have been told so much 
about. 

The CRS' portion of the study clearly shows that the study in- 
creased in the poverty—increased rate of poverty among children 
will increase today. 

I am just wondering, when we look at this report, it goes up^ to 
1983. 1 am sure that if we had information or primary information 
that we complete the study through the year 1985, 1 do not know of 
any set of policies that have been instituted or implemented that 
would make any significant changes as it relates to a decrease in 
the poverty level among children. And I don't know of any policy 
changes in this Congress that has addressed any of the problems in 
the past 18 months. 

I would just like to hear from the Congressional Research Serv- 
ice. 1988 versus 1985, maybe a year and a half, 2 years later, are 
there any other indicators that would show that we would have a 
decline in the poverty rate among children? I know in the last Con- 
gress we passed the child support enforcement legislation, and in 
formation that we received during the time of the markup of that 
bill led us to believe that children in this Nation who had an 
absent parent who was not paying the child support, and children 
in this country with those parents know the household, and not 
paying child support, there was a loss of some $4 billion per year. 
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Mrs. Burke, you indicated that in 1959, the deficit was some $10 
billion for children, and you said in 1983 that the same deficit has 
reached some $15.9 billion. I do not think child support enforce- 
ment legislation has had the time yet in many States to conform 
with the Federal laws that would assure the children of this 
Nation that they would receive their fair share of child support in 
the $4 billion that has been paid in. 

Are there any changes that you would know of that might have 
taken place in the last 9 months that relate to policy changes or 
some of the options that the CBO has talked about that would 
make any difference? Would there be a change or difference in any 
of these figures from 1984 to 1985 that you have talked about 
today? 

Mrs. Burke. Mr. Chairman, the overriding change, I think, 
would occur in the economic condition, in the lower unemployment 
rates. The end of the recession, we think, should have a very favor- 
able influence on the child poverty rate, at least, and/or especially, 
for children living in two-parent families. We will not know those 
figures until August. Our report does indicate that the reduction in 
poverty attributed to a more favorable economic climate is perhaps 
less, or may be less, than it would be if you did not have the prob- 
lem of increasing inequality in income. And we do not know, that 
that problem will continue. It probably reflects a couple of things, 
first, the rise of single-parent families at the bottom of the income 
distribution who have low earnings, and the rise of families with 
two high-paid earners. 

Second, it also probably reflects basic demographics, the fact that 
we had a lai^e baby boom coming into the labor market in the 
1970's, with more competition for jobs. In response, however, to 
your question about specific policy, it is our view that the intensi- 
fied program of child support enforcement, including the provision 
that would require Stat^ by October, I think, it is October of this 
year, to have mandatory wage withholding for delinquent fathers, 
will be beneficial to many parents if it works. 

However, many of the parents— many of the poor parents raising 
children alone — do not have child support awards. In many cases, 
paternity has not been established. So I think there are some basic 
limitations to that method of immediate aid for poor children. 

Chairman Ford. In looking at the charts and tables that you 
have shown the committee today, is the decline in the purchasing 
power of the AnXJ benefits a real factor in this poverty among 
children? 

Mrs. Burke. Yes. It is a factor in the increased poverty rate, par- 
ticularly among children in single-parent families, yes. 
Chairman Ford. It is a factor. 

Mrs. Burke. The fact is that the value of food stamp benefits, 
which are near cash and generally have kept up with inflation, is 
not reflected in the overall poverty statistics. The thing, I think, to 
keep in mind is that AFDC benefits appear to have eroded in real 
value by about one-third over a fairly long period. 

Chairman Ford. When you look at the aemographics of children 
in poverty today, is it clear that the majority of the poor children 
today live in female-headed families? 

Mrs. Burke. A slight majority, yes. 
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Chairman Ford, But can economic growth be expected to reduce 
the poverty rate? We have heard a lot about, well, the recession is 
over, the economy is coming back, America is back. Can economic 
growth be expected to reduce the percentages of the numbers of 
children Uving in poverty in the next 5 to 6 years? 

Mrs. Burke. We would hope so. But the effect, according to our 
analysis, would be more direct upon those children who live in two- 
parent families. 

Chairman Ford. Are you saying that we need not complement 
this economic growth without any major changes in policy, and 
some of the options that maybe the Congressional Budget OfBce 
has submitted 

Mrs. Burke. No. I meant to say that progress against poverty 
without a strong economy is almost inconceivable, but economic 
growth per se cannot solve the problem for many of the poor chil- 
dren. I do not think economic growth can solve the problem of the 
mother or the young father who has not completed nigh school nor 
of the never-married mother, who is very yoimg and nas not com- 
pleted high school. Many other groups are very disadvantaged. 

You wUl recall that we found that if the mother were black and 
worked full-time year round, the chances were 20 percent that her 
children would be poor, even though she already had a full-time 
year round job. And we found 2V2 million children to be jpoor with 
a full-time year round worker. If they are to get out of poverty, 
they need a supplement to their earnings, tney need another 
earner, or they need some other help. And the situation for those 
without earners is even more severe. So for children in female- 
headed families, a high proportion of those with low earnings, 
other aid is needed if the opject is to reduce their poverty rate. 

Chairman Ford. We talked about single-family households that 
are headed by females. We have talked about earlier this month, 
we had witnesses to testify on the issue of teenage pregnancies 
before this committee. There has also been some talk about AFDC 
eligibility. And in those Southern States where the welfare, public 
assistance, AFDC laws are such that you cannot have two-parent 
households, do you find in your study in this research, in this 
report, that you have submitted to the Congress, for it to be true 
that poverty among children has increased because of some of the 
eligibility requirements of the AFDC regulations? 

Mrs. Burke. We find that many poor children are excluded from 
AFDC by State rules or by the Federal rule about the Unemployed 
Parent Program, as Dr. Penner mentioned. 

Let me explain, in many States, in order to receive AFDC, one 
has to be far below the poverty threshold. Being poor by the 
Census Bureau definition is not poor enough. The States set their 
limits, and we do not have any minimum floor, if there were to be 
a minimum floor, which is one of the options that Dr. Penner has 
outlined, the CBO has estimated the number of children who would 
be relieved of poverty. 

In addition, the AFDC Program for unemployed parents now is 
restricted to children of primary earners who work fewer than 100 
hours a month. And it is not available in about 27 States. Were 
that to be available, some of the low earners would have a cash 
supplement of the sort that our study indicates is needed. 
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Chairman Ford. The Chau: will recognize Mr. Campbell at this 
time. 

Mr. Campbell. Thank you, Mr. Chairman. 

I want to thank the panel for the report that you have. I find it 
very mteresting and very informative. 

As I read your report, I see two things. You have Qrclical poverty 
and structural poverty. Is that the logical conclusion? 

Mrs. Burke. Yes. 

Mr. Campbell- The cyclical poverty seems to affect the two- 
parent households more, with shorter term spells of poverty as 
their economic base rises and faUs with the general economy. Is 
that correct? 

Mrs. Burke. That is the general finding, yes. 

Mr. Campbell. Then we talk about the No. 1 reason, the No. 1 
way to cure pov^ty, and the cyclical poverty should respond to a 
strong economy. When we go over to structural poverty, I hear you 
saying that we have a number of causes that are to be considered. 
One, obviously, is education. There is a relationship there to educa- 
tion. There is a relationship to the age at which a girl gives birth. 
There is a relationship there as to whether or not that person mar- 
ries. They are more likely to be in poverty even if they marry and 
separate. So I see a breakdown in the family unit as one of the 
great contributing factors to poverty. 

Is that a logical conclusion? 

Mrs. Burke. Yes. The rise in the share of female-headed families 
with children has increased poverty because they have a high pro- 
pensity to poverty. 

Mr. Campbell. I think we need to look at the problems of struc- 
tural poverty. If we have a strong economy, we can deal with cycli- 
cal poverty, and, as you said, we are probably on a poverty down- 
swing As your figures mdicate, we have had the highest inflation 
m history which wreaked havoc among those who were at the 
bottom end of the economic scale. But in looking at some of your 
suggestions, I am very mterested in seeing some of the things that 
you were talking about. 

In trying to lower teenage pregnancies, if I recall what I read 
correctly awhile ago, if we can reduce the number of single-parent 
pregnancies among girls under 18, that would reduce the poverty 
rate by 12 percent by 1990. 

Is that a figure that I read? 

Mrs, Burke. I must refer to our demographer. 

Mr. Campbell. I will see if I cannot read it here. 

Mr Penner. Mr. Campbell, I think that that particular number 
canie out of our report, and that it is based on an Urban Institute 
study on the effect that reducing the teenage birthrate would have 
on AFDC costs. 

Mr. Campbell. Then, Dr. Penner, I believe m that same report— 
I cannot quite flip to it, but I was trying to read all this as quickly 
as I could, some of what I just got today— did it not also say that if 
you could cut in half the number of single-parent out-of-wedlock 
births, that you would reduce the poverty rate by 25 percent by 
X990? 

Mr. Penner. That refers to reducing the birthrate of all teen- 
agers, yes. 
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Mr. Campbell, That is all of them. The first figure was under 18. 
Mr. Pennsr, And that refers to AFDC costs and not the poverty 
rate. 

Mr. Campbell, AFDC costs. So we have a mauor problem, and as 
Chairman Ford said, this Committee has been concerned with that. 
We did pass the child support legislation. It has not had time to go 
into effect. Where the paternity can be established, it may be of 
some benefit to have people live up to some responsibility. 

We also had a hearing on teenage pregnane^ in this committee 
just a short while a^o, and there were some very shocking statis- 
tics. There was testimony, primarily from yoimg girls, that they 
did not wish to marry the father of their children. The questions 
were pursued, and it was that they really didn't want to spend 
their life with that person; that they will have a child by them, 
they were still going out with them and they would continue to go 
out with them, but thev just did not want to live with them and did 
not want to establish the relationship. 

My concern is, and I think you have addressed it, how do we put 
our effort toward education of young people about prevention in 
this instance, which seems to me to be one of the great contribut- 
ing factors overall to what we have. And I would like your observa- 
tions. You have written a few things here, I would like both of your 
observations here. How do we get at this beginning of poverty 
which is, in that sense, structural? 

Mrs. Burke. One way that might sound indirect but might be 
beneficial, I think, is suggested by those researchera who feel that 
the primary cause for the rise in the number of families with chil- 
dren being raised by the woman alone, that the primary cause of 
that is the increase in the joblessness of young black men, 

Mr, Campbell, That is the eligible husband theory? 

Mrs, Burke, Yes, 

And we do uot know to what extent the increased joblessness of 
young black men reflects less demand for them, or to what extent 
it mkht reflect lower willingness to work at particular jobs com- 
pared with the willingness at earlier times. But, at any rate, it is a 
theory that perhaps needs exploration. And I have heard also anec- 
dotal evidence about young women who said, no, I do not want to 
marry this man. He is a loser. And maybe if there were fewer of 
them who were losers, it would be a help. 

There are research projects underway that would encourage 

oung women who already have children not to have a second 

irth. There are many efforts at counseling, but I do not know any 
magic. And I think Dr, Penner may have other suggestions, 

Mr. Campbell, What statistics do you have in your report of 
single parents that have children in poverty that have the second 
and third child out of wedlock? 

Mrs. Burke, I am sorry, I do not know, 

Mr, Campbeix, You do not 

Mrs, Burke, We do not deal with that. 

Mr, Campbell. Dr. Penner? 

Mr. Penner. I do not think we have that particular number, no, 
sir. 

In terms of your original question, there have been a lot of at- 
tempts in the past to provide what are called Family Life Educa- 
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tion Programs to try to increase people's responsibilities toward 
members of the opposite sex. In addition family planning services 
can be undertaken under title X of the Public Health Service Act. 

To give you a idea of the numbers involved, $100 million could 
provide some sort of family planning services to about 1.4 million 
additional adolescents. The effects of that are, of course, difficult to 
measure. I am skeptical myself about any social science research. 
There are studies, however, that do indicate some degree of effec- 
tiveness in this area, especially if such educational efforts are com- 
bined with access to clinical services of one kind or another. 

One very different point to note in terms of actual teenage mar- 
riage is that the teenage divorce rate is al«o very high. That is a 
problem in itself. A marriage may not last even if it does occur. 

Mr, Rangbl, Will the gentleman yield? 

Mr. Campbell. Certainly. 

Mr. Rangel. I had hoped that one of the answers might have 
been, and I think that you touched on it, to give a profile of the 
teenage father, because Senator Long has always supported pro- 
grams that were supposed to really capture this runaway pappy, as 
he called him, imtil he found out that the runaway pappy was 
some school kid who had no job, no sldlls, no hopes for a job. And it 
looked like he was heading on to a life of alcohol addiction or 
would end up in some penitentiary. And there are some organiza- 
tions which are saying that with the increase of homosexudity in 
this country; the increase in black males being arrested, and the 
increare in high school dropouts, that we may be talking about the 
loss of the black father generally in our society. 

So I know there are many studies, and I am anxiously waiting to 
see what the results are. But when you say whether or not this 
mother wants to marry, the question that has been presented to 
me is marry whom? Is that person really eligible for marriage or is 
he just another teenager that has almost as many problems as his 
impr^ated partner? 

Mr. Campbell, Well, I certainly would not argue with that line 
of questioning or tl ^t thought because I think it is very true. It is 
supported, I think, by a lot of testimony we have had. I think there 
IS one other point, though, and I will ask this. 

Does our system that encourages a single mother, teenager, to 
move out and set up a new household from her parents contribute 
m any manner to an increase in poverty, or would it be better if we 
tried to keep a family structure, be it a nonfather family structure 
but a family structure, that had a linkage to the existing family 
where there was no obvious financial problem? 

Mrs. Burke. When a teenager does move out and establishes her 
own home, the mathematical result is probably an increase in the 
poverty rate, yes. And we have also learned that in those States 
where the AFDC benefit is relatively high, a greater proportion of 
yoimg mothers set up their own household. 

Mr. Campbell, The system is encouraging them to set up their 
own households when they really may not be even capable of han- 
dling a household 

Mrs. Burke. There is a greater tendency for young mothers to 
move out and set up their own household in higher benefit States. 
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And when you count who is poor, if the mother is back home, the 
income of the whole family household is usually used. 

The answer to this question partly depends upon the accounting 
unit you use. If you just count the sort of subfamily that that 
mother and her child constitute within the bigger household, you 
would get a different answer. 

Mr. Campbell. I have more questions but I have used more than 
my time and I will come back. 

Mr. Penner. In about half our States, AFDC eligibility does not 
applv unless there is only one parent in the family. So some people 
think that this also acts as an important incentive for breakmg up 
couples as well. 

Mr. Campbell. But what about the household where there is no 
couple but a teenager who is 16, who has a child, and through the 
system moves out and sets up a household rather than being per- 
haps with a mother or a family unit of sorts? 

Mr. Rbnneb. I think it does have the effect, statistically at least, 
of increasing the poverty level. 

Mr. Campbell. Thank you. 

Chairman Ford. The Chair would like to say for the record, Mr. 
Sangel, we are, in fact, conducting an indepth study on teenage 
pregnancy in this country, and we certainly would not want to 
send the wrong signals at this time because we are not totally clear 
as to how it relates to many of the problems, as it relates to black 
teenage pregnancy, and we would want to compile all the informa- 
tion necessary before we would really try to address the problem 
with legislation or resolutions in the Congress. Hopefully, we will 
have additional information in the coming weeks to try to address 
this problem, and hopefully we can respond to some of the ills that 
we are faced with now with some of our children living in poverty. 

At this time, the Chair would like to call on Mr. Rangel, who is 
also one of the Members of this House of Representatives. And I 
joined with him to request a study from the Congressional Re- 
search Service as well as the Congressional Budget Office. At that 
time, Mr. Rangel was chairman of the Oversight Committee. 

We are happy to have Mr. Rangel as a participant on the sub- 
committee today. The study is back and it is all yours. 

Mr. Rangel. Thank you, Mr. Chairman, Senator Moynihan, and 
my colleagues. 

I certainly would like to acknowledge the great contribution to 
the resolution of this problem that has been made by public broad 
casting, and the presence of Ossie Dav'.; and Ruby Dee, who have 
come to join with us, who have always tried to take advantage of 
the support they have received from the Congress to try to resolve 
some of the problems that we are wrestling with. 

Senator Moynihan, you have walked this road before, and be- 
cause of the great bath you have taken, it makes it a lot easier for 
Chairman Ford and I to come behind and try to deal with this very 
thorny and embarrassing and uncomfortable problem that we 
know is not going to go away. 

I would like to say to the Congressional Research Service, Mrs. 
Burke, and to the Congressional Budget Office, Dr. Penner, the re- 
sults of the study have been startling and you have done a study 
that certainly should shock the conscience of this Nation. This com- 
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mittee, and with the leadership of Senator Moynihan, does intend 
to try legislatively to provide some leadership and reduce poverty 
and its enects. 

The questions that I was going to bring forth, that Chairman 
Ford has already asked. It is generally believed that this great 
country of ours is going through an economic growth, and accord- 
ing to some people, we should expect that poor folks, and poor kids, 
and minority groups are going to be swept up and rise with the 
tide of this great economic boom. Yet it seems to ua, and Senator 
Moynihan has vmtten articles on this, that this might be the first 
time in the history of our Republic that this generation, unlike 
those who preceded us, will be leaving less of a legacy to our chil- 
dren than has been left to us. And it is not just a question of defi- 
cits, but it is a question of are we prepared to help up the economic 
ladder those of us who have less training and are more prone to 
chronic illness, alcoholism, drug addiction, social diseases, as well 
as incarceration. 

It just seems to me that somewhere along the line that even the 
most conservative of economists, if they are not prepared to deal 
with the human losses that are in this, if they are not prepared to 
look at the problem from a compassionate point of view, might look 
at the problem from the point of dollars and cents to government 
firom law enforcement, social workers, and more iails. We do 
depend on minorities for national security because of the number 
of minorities that are forced to seek the military as a way of life 
because they do not find opportunities in the private sector. And so 
I hope that we are able to attract some attention from economists 
and try to look at this from a cost point of view, if not a humane 
point of view. I just want to congratulate both of you for the great 
work that you have done traditionally for the Congress, but more 
specifically on this subject. And I thank the Chair, Senator Moyni- 
han, and the members of this committee for tackling a very unpop- 
ular subject matter, but that in good conscience we cannot talk 
about full economic recovery without bringing this group along 
with it. 

Thank you very much, Mr. Chairman. 

Chairman Ford. Thank you very much, Mr. Rangel, and I, too, 
as chairman of the committee, join with you in the comments that 
you have made and think in terms of what the President has said 
in the last 5 years, and talked so firmly about the safety net. I just 
wonder what happened to that safety net in trying to protect the 
13-plus million children in this country. And hopemlly we can get 
on about the business of this Congress in trying to address this 
problem. 

Once again we are delighted to have you with us. Senator. You 
have been great in this area. You have been one of the national 
spokespersons. We are delighted to have you here today, and I 
know the children and the poor of this Nation are also delighted. 

Senator Moynihan. 

Senator Moynihan. Mr. Chairman, I have one anecdote, two 
questions. 

The anecdote is that it is just 21 years ago this month almost 
that Salient Shriver and I came to tne House of Representatives, 
appeared before the Committee on Education and Labor chaired by 
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the distinguished predecessor of my friend and colleague, Mr. 
Rangel, Adfem Clayton Powell, Jr., and presented the Economic Op- 
portunity Act of ly64. 

The Aitipoverty Program came to the Hill, and the Reverend 
Powell ran a somewhat difficult committee for the ourposes of the 
minority. They got to speak last. After everybody spoke, they 
spo>e. And he turned to this accomplished gentleman from Ohio on 
the minority side as I recall, asked what to do concerning poverty, 
and he read us "The poor you shall have always with you." That 
was the response to getting rid of them. Wf thought that was 
pretty silly at the time. It does not look so silly )day. 

We have seen, just before you came in, data presented by the 
CRS that the proportion of children poor in this country today is 
higher than it was 21 years ago when we began an effort to abolish 
poverty. Ic that not the case, Mrs. Burke? 

Mrs. Burke. It is higher than the mid-1960's yes. 

Senator Moynihan. We have a higher proportion of poor chil- 
dren today when we undertook to abolish poverty 21 years ago. In 
the midl970's, the rate of poverty among children became greater 
than that for the aged, and that process is going on. 

I have two questions. Some stunning data here to my mind. 

How do you understand this question of the quintiles on your 
table 2, and perhaps. Dr. Penner, if you could help me as well as I 
read that table. You have a classic situation over nearly two dec- 
ades of the rich get richer and the poor get poorer,^ and that may 
not be in absolute terms, but in terms of their relationship, that is 
clearly the case. 

Mrs. Burke. Yes. We read that table to indicate— that table 
measures, just as you said, not absolute income, but family income 
in relation to the family poverty threshold. In shorthand, one could 
say family income compared with what is needed. That is arbi- 
trary, but it is a Census Bureau definition, and it shows that if you 
calculate these mathematical ratios and array the families by their 
ratios, the portion of their needed family income, the bottom fifth 
have a much smaller share. 

Senator Moynihan. And it has been dropping. 

Mrs. Burke. Yes. 

Senator Moynihan. I can read tue table and you can. We could 
have a situation of everyone hp^ving a very much higher income, 
but the relevant relations chaiige. Actually we are talking about 
the poverty level. 

Mrs. Burke. Yes. 

Senator Moynihan. If I couid say, Mr. Chairman, some day we 
ought to look at that line. Molly Orshansky developed it in the 
early sixties, and it is based on the thrifty food budget. And you 
think of all of the money we have spent analyzing the subject, we 
might not have had a more subtle proposition than we do. Maybe 
not. Maybe it is simple and clear. 

The point is we have a nutritional definition of poverty. It is no 
different than the system of one penny loaf a day. The amount of 
food it requires to keep you going does not change much from 
decade to ciecade. 

In 1968, the lowest fifth of the average family income was just at 
the poverty line, a little bit below, and 15 years later, they are at 
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half the poverty line. Not in terms of how much food you eat It is 
not just what makes you feel poor. There is obviously a slight ele- 
vation, I guess, in the budget, but not much. It is basically what it 
takes to keep body and soul together in terms of food times three. 

Are we seeing a real shift in class structure here? Because that 
could be in this table. I have not seen any data on this topic. 

Dr. Penner, you are the economist here. 

Mr. Pknnbr. I would not want to read into it, sir, a permanent 
ch^ge in the class structure. I think a number of things are going 
on here. 

One, the comparison between 1979 and 1983 is most dramatic. 
But note that all groups suffered relative to the poverty line over 
that period, and that was a period of very bad economic perform- 
ance; 1879 was a peak year immediately followed by the recession 
of 1980 and the recession of 1981-82 which took us further from 
the nill employment level than we have been smce the Great De- 
pression of the 1930's. 

During recessions one naturally sees a tendency for the income 
distribution to broaden. That is to say, those people in the bottom 
10 percent tend to be hurt most by a recession, so you are seeing 
some of the effect of that here, too. 

There are demographic changes as well that affect all groups. 
They are primarily related to the fact that those from the b^ baby 
boom of the forties and fifties have been coming into the labor 
force. They have been in a much more competitive situation than 
people in my generation were when they entered the labor force. 
Generally, they have done more poorly than my generation did 
over a comparable period of their lifetime. 

Thus, all of those forces are going on— almost all of which will 
now be reversed. The economic growth record of 1984 was an excel- 
lent one. Growth is continuing, although at a slower rate in 1985. 
The demographics are also changing. We are starting to bring into 
5n?AP^ "^"^ ^^^y drought," those people bom during the 
1960 s. Therefore, I think the chances are that what you see here is 
a temporary phenomenon. I would not say that with absolute cer- 
tamty, there may be some other factors at work. But I think the 
largest quantitative factors are temporary. 

Senator Moynihan. Mr. Chairman, my time is up, but again I 
say I very much respect Dr. Penner's proposition, but this is some- 
thmg that bears further examination. You have a table showing 
the difference between the top and the bottom of society has 
become pronouncedly wider. From a ratio of 4.6 to 8.0 over 15 years 
IS a change that bears examination. 

Thank you. 

Mrs. Burke. I would like to say, that Senator, on page 167 is a 
year-by-year chart which is comparable, and Dr. Penner is right. In 
the most recent years there has been an especially sharp rise in 
the ratio of the top fifth to the bottom. But the change has oc- 
curred rather generally, I think, over that period. And f have just 
done a little bit of arithmetic. The multiple was 4.6, as we said, in 
1968. It rises to 5.1 in 1973, 5.5 m 1975, a big recession year, 5.8 in 
1977, and then after 1979 it speeds up, 6.4 in 1980, 6.8 in 1981. But 
it does bear further examination. 

Senator Moynihan. Thank you, Mr. Chairman. 
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Chairman Ford. Thank you, Senator. And at this time we will 
recognize Mr, Pease, a member of the committee. 

Mr. Pease. Thank you very much, Mr. Chairman. 

I am very pleased to be present today for the hearing. I would 
like to begm by paying a compliment to the CBO and CRS. And 
what I say will apply to both Agencies, but perhaps more so to the 
CRS. Just by the nature of things, CBO and Dr. Penner get a lot 
more visibility than CRS normally does. 

At any rate, I think this is an absolutely firstolass report It just 
illustrates anew, if any proof is needed, what an extremely valua- 
ble Agency CRS is, and the very, very high level of competent re- 
search which is done for the Congress by the CRS. 

In my view, the CRS is often an unheralded Agency. We tend to 
take your research for granted, but just looking at this report, one 
can get a glimmer of the amount of work that had to go into it, not 
only in terms of dedication, but intellectual brain time that was re- 
quired to produce a report of this kind. So I would like to lavish all 
the praise I can on the CRS, and you, Mrs. Burke, for your work. 

Mrs. BuRXE. It was done by a big group of people. 

Mr. Pease. Not neglecting Dr. Penner. 

Senator Moynihan. Remember the demographers over there. 

Mr. Pease. Well, they are all under the umbrella of CRS. They 
get all the credit, too. I would like to ask one question which does 
not really relate directly to children and poverty, but sort of in- 
trigues me. In chart 1 between 1979 and 1983, greater percentage 
of people went into poverty among children, among nonaged 
adults, but the percentage of aged people in poverty had gone down 
between 1979 and 1983. if ^ j b 

We have heard a lot about cuts in programs. We have heard 
about the delay in the COLA for Social Security and Medicare, in- 
creases in all the rest. I would have thought that the trend Une for 
the aged would have been sunilar to that for the children and the 
nonaged adults. 

Can either of you shed any light on that phenomenon? 

Mrs. Burke. The m^'or cash benefits to the aged are Social Secu- 
rity benefits, two-thirds of all Social Security checks go to the aged. 
In most of this period from 1975 on they have been automatically 
indexed. There was one period of delay in payment of the COLA. 

Those Social Security recipients who are needy and aged may be 
eligible for Sbl, the Supplemental Security Income Program, and 
its benefits, too, have been indexed. 

In the year when the Social Security benefit increase was de- 
ferred. Congress passed a special extra benefit increase for the SSI 
people, and they have had a very large measure of protection 
against inflation, whereas that has not happened for chil^n. 

Mr. Pease. Well, I understand the impact of indexing on that 
phenomenon, but it would appear from this that the cutbacks in 
recent years in food stamps, housing programs, and Medicare have 
not very adversely affected the aged or at least if they have, the 
effect has been overridden by increases in SSI and Social Security. 

Mrs. Burke. Well, this chart, sir, deals only with cash income so 
the cuts in noncash programs would not show, and actually our 
date show that spending on subsidized housing for households with 
children has increased. The aggregate spending on food stamps also 
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has gone up. However, we had an increase in the number of house- 
holds who needed those food stamps. 

If you consider the decade from 1973 to 1983, we had a reduction 
in of 6 percent aggregate cash spending for children in constant 
value dollars, both from social insurance and cash welfare. The 
drop in aggregate social insurance spending was partly demograph- 
ic. Social Security goes to children who need not be poor, and we 
had a reduction in the overadl child population. 

Mr. Pease. My sense of things is that the chief culprit in the 
downward trend line or the upward trend line in the poverty of 
children is the absence of a national standard for AFDC. 

In fact, most of these children in poverty rely overwhelmingly on 
AFDC, and the States Imve set their own standards. At least I 
know in the case of my own State, Ohio, we have been notoriously 
lacking in changing those standards over the years. 

Is that impression correct? 

Mrs. Burke. There are many States where the income limits of 
AFDC are below the povery threshold. 

Mr Pease. And are there States that are generally very slow to 
acUust those standards? 

Mrs. Burke. It varies State by State. It is hard to make a general 
statement, but if you were to do so, we tend to look at the median 
State ranked by benefit level, and there we find that there has 
been an erosion in the constant— the actual, value of the benefits. 
There was a drop of about one-third of in real value of benefits in 
the median States from 1971 to 1985. 1 think Dr. Penner has some 
material about what reductions could be achieved with a national 
AFDC benefit floor 

Mr. Penner. First, if we look at the issue of variance across 
States, it really is quite dramatic. Between 1970 and 1985, for ex- 
ample, if ^ear look only in terms of the maximum benefits— see 
page 304^ m the report—you will see that California, for instance, 
actually increased Ats real benefits, whereas on that same page, you 
will see that a great number of States reduced their benefits in 
real terms, some by over 50 percent, with the median State being 
down a third. 

We have looked at the issue of having a minimum benefit. In my 
testimony, I mentioned the option of setting the minimum benefit 
no lower than 65 percent of the poverty Tine. About 2,2 million 
families would be affected by that. They would receive benefit in- 
creases averaging about $75 per month. 

The cost of that particular specific option would be about $2.7 bil- 
lion in 1986. That reflects both State and Federal costs which 
would be shared about half and half 

Mr, Pease. Thank you. 

I think you. Dr. Penner, in your testimony mentioned some con- 
cern ..hat even as standards are raised, more money is paid out. 
There is not necessarily an assurance that the money will go to the 
children in helping to alleviate their poverty or that actual condi- 
tion. 

When we had our recent field trip, I had a chance to see how the 
WIG Program is administered. I was very much impressed with the 
controls that are built into the WIC Program so that the families of 
those pregnant womea and children actually get milk and other 
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nutritious products, and the WIC Program cannot be used for any 
other purpose. 

Is there any difference, do you think, between something like 
WIC versus food stamps versus cash payments for AFDC in terms 
of the benefit actually going to the chucten? 

Mr. Penner. I cannot think of any obvious differences, sir. Of 
course, the WIC Program is tied to food assistance, which may put 
some constraints on it as opposed to a cash program. The point I 
made in my testimony, however, was more concerned with meas- 
urement. We just simply find it very difficult to trace the money 
through to the ultimate welfare of the child. 

Mr. Pease. Well, obviously, there is a measurement problem. 
You are not trying to suggest in your testimony, then, that there is 
a difference in how mucnbenefit flows through to the children? 

Mr. Penner. No, I cannot think of any obvious differences except 
in the notion of certain t3Tpes of aid being tied to an in-kind benefit. 
But as food stamps r^d food assistance nave come more and more 
to be like cash, I think that the differences are small here. Medi- 
caid, of course, is quite another matter. That is an in-kind restrict- 
ed payment. 

Mr. Pease. Mrs. Burke, do you have any knowledge at all of any 
research that would bear on this question of effectiveness of cash 
payments versus something like the WIC Program which provides 
specific kinds of food to families? 

Mrs. Burke. No, sir, I do not, and I believe in some States the 
WIC Program does give cash as well. I think there is an alternative 
way of doing it. Sometimes it is a food package. Sometimes it is 
cash or voucners specifying nutritious foods. 

Mr. Pease. Is there a realistic expectation that we can ever hope 
that mothers with a couple of kids, particularly minority mothers 
or those without a high school education, will ever be able to work 
their way out of poverty? 

Mr. Penner. I think the important thing is your assumption. If, 
in fact, the unemployment rate did remain constarit, it would be 
very difficult to make progress. To the extent it does decline, would 
be extremely helpful. 

As Mrs. Burke pointed out several times, a lower rate of unem- 
ployment can help two-parent families find more work. It is less 
helpful for those with fewer skills. 

For example, the recrntly divorced mother who may have good 
skills and mav just find nerself in a temporarily bad situation 
would, of courbv, be helped by economic growth. It has also been 
pointed out that we have a large number of people who work 
almost full time, but who remain below the poverty line. For that 
type of person I think one should look at the various job training 
and Job encouragement kinds of options presented in my testimony. 

Mr. Pease. Well, I bring that up because a lot of people are sug- 
gesting these days that maybe we ought to cut back on welfare pay- 
ments in order to encourage people to take a greater responsibility 
for their own fortunes, their own place in life, and it just seems to 
me that to a large extent that is based on false reasoning. 

You have a chart, Mrs. Burke, which looks like a chess board, 
where you have a single female head of family with people who 
have not finished a high school education. I am in the process of 
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hiring a new assistant on my staff, and I am stmck by ttie fart g^t 
STiS put a want ad in tlie newspaper and you get^o ^ppUca 
SisTr^one position. Moat of those people wxtii at le.^. t.'o de- 

cre^ and mostof them not currently holding a job. . ^ 

^Sd^say to myself in that situation, how do we expect a 16 
old a noS SW)1 graduate welfare mother to go out and get a 

JS'etorffffS'S^Sgtock to the PubUc A^tan« Com- 

'"•'^^^{T^^-b^i . couple more ,ue.tione if I 

""I^M r s='i.*lf -ouy« fanmiJor^_ 
we need to work on the system to make an attempt to keep lami 

fitf SilSs there is an unemployed prunary worker? I do not thmk 
there is any conclusive evidence on that. ^ as aj. 

.nS £=eJ?L"ie^^XM»^Xe work 

■^m™ B'iSi It does I think Dr. Pemier should give a more Ml 
anT^er^a^eJonSi W when transfer P^^te «e ma^ to 

m^tiL«t'ra%uTS!dWdi;K 
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Kvl*!^%h^^J^%*> have otherwise occurred- 

fhlS^erty ^aVw^l?^?^^^^^ ^^'^y the net reductS 

or^iSi^e' a^stehit^"^ ^ ^ either define 

would |S^be\&ttirh°^^^^^^^^^^ « hut 

bu^it' STve^exSv?'lSl?H " ^ P<^hle, 

you edvfavs faS^Vnr^r^^r: , ^^a* is the basic tradeoff that 

to keermor??f vSat ZreL^J^'LT'lK f 
m„ueing the beJ»a^fo,^er''r^te^ 

°a^n?e%« &e"^frf ^ t^^^^ 
point of view ^ expensive from a budgetary 

veSTrSM 

ft^lnt%'£'^^^''' ^ income, it wS5d^ r$yi^^Sd 
InStion S JS^^^"?^""^ ^' i° additional payrdl 

si thf net Iff^ fn^f^^^ i"^"? ^ wo"ld he reduced by $12" 
^|c^oS^^^^^^^ earning that^/o^d 

Mr. PENNER^ThK^S disincentive at some point. 

Mr pSf^^W • tf ^-'""Id try to slope it. 

and other types of prolSna wH,^™ f^^"'^ mcome tax credit 
to encourafl-e i^nL i h^^e not touched on what seems 

geSTob S 3te? ^° *° ^"'■^ *hem. What about tar- 

kiJd^fbSdS^S KuM hT^^^-^^J " have some 
and direct it onW to APDC rS^nlnf / w ^ scope 
option in our more wmdeS IS w^'a^^ discussed that kind of 
cost or its efferfivpnTo^ rf J 4° much about its 

s^fsSSt^^ 

dimcuit «^Lrne^ts^^f^M s r 

tivI°Id7noUhink thlt?/?"^ ^°'°"l> ^ « work incen- 

Mr Campp Jr T Tf • f ^ ^°°d description of it. 
Mr. CAMPBELL It IS not a work disincentive 

Sve '° '"^^e where it is actually a5?°n. 

Mr. Campbell. I^t me tell you t o~ oc1,5„^ xu^-^ ^„.... 
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needed among these younger people is to increase their educational 
level, their sk?il levels. 

Is there, and shoidd there be, a program to address a lack of edu- 
cation, a lack of skill, no ability to get a job? Should we be, in fact, 
trying to tie some eKiucational requirements into a system and try 
to break a cycle or should we let it go on again or is it worth pursu- 
ing? 

Mr. Penneb. I think there are thr^ aspects to the problem. 
Clearly the best thing is to prevent the pr^ancy in the first 
place, and that is an educational activity. 

Mr. Campbell. That is a given. Let us talk about the aftereffects. 

Mr. Penneb. Given that the birth occurs, you have to think 
about two things: The education of the mother, who is often very 
young, and also the educational opportunities of the child. ^ 

We do talk about various training programs for teenage mothers. 
It is an area in which it is difBcidt to design effective programs. 
But it is certainly something that one can experiment with. 

We talk about the Head Start Program for the child. The evi- 
dence suggests a nimiber of short-run benefits from the Head Start ' 
Erogram. The evidence on the longer run benefit, however, is a lot 
murkier and more uncertain. 

In all of these areas, it is very, very hard to find the truly effec- 
tive kind of education. 

Mr CampbjSLL. There are many other questions. I may submit 
some of them to you in writing to tzy to get them, because I do not 
want to take the committee's time. I am very interested in looking 
at a change in the system. 

I see^ from your report, as I look at it, that we have had an in- 
crease in expenditures over a period of time, and yet we have had a 
decline in the per-child expenditure. As I look at the demographics 
of it, I see a tremendous change in the increase in the birth rate 
among single mothers, teenage mothers, and those at the lower end 
of the spectrum. I assume, and you correct me if I am wrong, that 
as we look at the decline in the over^l number of children that 
were born during this period and an increase at the bottom, that 
we have a corresponding reduction in birth rate the higher up the 
income or educational ladder you go, and an offset of an explosion 
at the bottom. Is that true? 

Ms. Griffith, I think that the birth rates are currently declining 
in all sectors of the economy to all people. 

Mr. Campbell, I am talking about durii^ this period of time. 

Ms. Griffith, They have been declining more rapidly among 
higher income couples. 

Mr. Campbell. Do you have figures on the higher educational 
level as well as income? 

Ms. Gpjpfitk. Not in this study, but they are available. 

Mr. CAi,iPBELL. But they are declining at the upper income, 
upper educational 

Ms. Griffith. More rapidly. 

Mr. Campbell. So that would create a disproportion as far as 
looking at the overall and the numbers at the bottom, because they 
are declining at the bottom, is that right? 

Ms. Grifffth. Yes. 
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Mr. Penner. It might be noted, sir, that if you look at it on the 
basis of race, the adolescent birth rate for blacks has, in fact, been 
declining more rapidly than for whites. But it starts at an enor- 
mously higher level, so it is still 

Mr. Campbell. But the trend there is in the right direction. Is 
that what you are really saying? 

Mr. Penner. The trend is not in the right direction for white, un- 
married adolescents. Their birth rate is increasing. The birth rate 
for unmarried black adolescents is decreasing. If you look at just 
uimrnmed adolescents, the rate is increasing. If you look at both 
marrie(l and immarried adolescents, it is decreasing. 

Mr. Campbell. If we are going to do more to solve the problem, 
we had better aim at that one group as any one group out there, 
had we not, that unmarried mother? 

Mr. Penner. Yes. 

Mr. Campbell. That is where we seemingly can have the most 
impact according to your figures. # 

Mr. Penner. That is where the problem is very serious. Again, 
designing the policies to address the problem is always difficult. 

Mr. Campbell. Thank you, sir. 
< Thank you, Mr. Chairman. I appreciaj;e your letting me pursue 

that. 

Chairman Ford. I thank you, Mrs. Burke, Dr. Penner, along with 
your staffs. We will be conversing with you in the coming weeks as 
we think of and try to work witH the witnesses and those who 
would like to testify for the committee on these critical issues of 
not only children but of the poverty rates in general. Once again, 
thank you very much. 

Senator Moynihan. Could I express Iny appreciation for your 
graciousness. 

Chairman Ford. Thank you. 

At this time we will conclude the hearings. 

[Whereupon, at 12:20 p.m., the hearing was ac^oumed.] 

[A summary of the committee print associated with this hearing 
fcUows:] 
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SUMMARY AND HIGHLIGHTS OF 
CHILDREN IN POVERTY 



I. 



Poor Children: A Study of Trends 
and Policy, 1959-1984 



o The Congressional Research Service prepared an historical 
analysis o£ children in poverty and Federal policy 
directed at those children. Highlights o£ their findings 
appear below. 



New Insights 

o Never-married mothers present the most severe child poverty 
problem (three out o£ £our children o£ such mothers are 
poor) and their ranks are growing. In 1980 almost one-£i£th 
o£ births were to unwed mothers, 48 percent o£ black births, 
and 11 percent o£ white births. I£ the incidence o£ piever-* 
married mothers had not increased £rom 1969 to 1979, it is 
estimated that the overall poverty rate might have been £ive 
percent lower in 1979. (pages 249, 104 and 70) 

o More than one-sixth o£ poor children in 1983 were in 
families with at least one £ull-time, year-round job. 
These poor children numbered more than 2.5 million. Their 
existence belies the widespread view that a £ull-time job 
throughout the year is near-Insurance against poverty, 
(pages 249 and 129) ^ 

o Market income (excluding government transfers) poverty 
rates of children climbed 40 percent from 1973 to 1983. 
Instead of rising to fill the earnings gap, government cash 
transfer payments to children poor without such aid declined 
by six percent in real terms, (pages 249, 183 and 177) 

o A smaller share of the Population of Poor children is rcceiiing 
food stamps and AFDC but the share aided by subsidized housing 
has increased in recent years, and the share covered by 
Medicaid has held steady, (page 177) 

o Social security payments for children and their parents 
are substantially larger than Federal payments for AFDC 
benefits, (pages 249 and 218) 

o The capacity of economic growth to reduce the incidence 
of child poverty appears to have been diminished by growing 
inequality in the distribution of family income relative to 
poverty thresholds, (page 249) 
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Who are the Children Who are Poor ? 

o The poverty rate reached 22.2 children per 100 in 1983, 
the highest level since the rnid-1960s. The number of poor 
children totaled 13.8 million, of whom more than half 
lived in families headed by a woman, (page 35) 

o A child's chances of being poor varied sharply by race, 
presence of the father, and marital status of the mother* 
(page 31-32) 

- Almost half of all black children and more than one-third 
of all hispanic children were poor* In contrast, 
nearly five-sixths of all white children were not poor* 

In 1983, most children in female-headed families were 



- Overall, a black child was almost 3 times as likely to 
be poor as a white child in 1983* 

o Family composition and the age, race and education of 
the head of the family are all important factors in 
determining the poverty status of the family* For example, 
the poverty rate for children of white married couples 
whose father is at least 30 years old and a high school 
graduate is 6*5 percent* For children in black, single, 
female-headed families where the mother is under 30, 
and did not complete high school, the poverty rate is 
92*8 percent* (page 127) 

o High rates of child poverty also occur in families with 
fairly young mothers (20-24), in female-headed families in 
which the youngest child is under the age of 6, in large 
families and in families where both parents did not complete^ 
high school* (page 6) 

o When AFDC was enacted, 88 percent of families that received 
State welfare were needy because the father had died* In 
March 1?79, fewer than 3 percent of APDC children were 
paternal orphans* And in March 1983 more than 88 percent 
of the children had able-bodied but absent fathers; 
furthermore, the fathers of 47 percent of AFDC children 
were not married to their mothers* (page 13) 

o By Federal law, AFDC is available only to needy children 
in single-parent families except in certain limited 
circumstances* Twenty-seven States do not offer AFDC to 
unemployed two-parent families and States are prohibited 
from aiding needy two-parent families who are working* 
Over the years, there has been concern that concentration 
of AFDC benefits on fatherless families, and the program's 
exclusion of needy families with full-time jobs, may have 
inadvertently encouraged family breakup and unwed 
parenthood* (page 13) 
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Persistent Poverty 

o Two-thirds of children who are ever poor during a 15 year 
period remain in poverty for no more than four years. 
However, one poor child out of seven stays poor for at least 
10 of the 15 yearn and can be considered '^persistently'* 
poor. These children spend two-thirda or more of their 
childhood in poverty, (pages 43 and 44) 

o Persistently poor children have characteristics that are 
different from the population as a whole. They are 90 
percent black, a significant majority live in the South 
and lack a father in the home. They are roost likely to 
live in rural areas, (pages 44 and 45) 

o Much of white poverty is Short-term and associated with 
changes in marital status and family earnings. Black 
poverty lasts longer — the average black child can expect 
to spend more than 5 years of his childhood in poverty; 
the average white child less than 10 months — and is less 
affected by changes in family composition, (pages 47 and 48) 

o In theory, the poor can benefit either directly, or indirectly 
from improved economic conditions. However, it appears 
that economic growth cannot be expected to reduce the rate 
of poverty among children very rapidly. Unless recent 
trends are reversed, it might take as long as 12 years 
(with an unusually high 3 percent annual growth rate in 
average market income relative to poverty thresholds) for 
the poverty rates of male-headed families with children to 
drop back to the levels of 1979. For nonwhite female- headed 
families, it might tske 5 years, (page 176) 



Family Composition 

o The number of female-headed families with children more 
than doubled from 1959 to 1983. The share of all children 
living in such families climbed from 9 to 20 percent. 
Among poor white children, nearly 40 percent live in 
female-headed families, whereas among poor black children 
that figure is nearly 75 percent, (page 57) 

o Poverty rates among children in female-headed families 

consistently have been much higher and more persistent than 
those for children in male-present families. However, 
from 1978 to 1983 poverty rates increased faster among 
male present families than in female-headed ones, increasing 
the share of poor children with a man in the home, (page 57) 

o The number of poor children increased by 3 million from 
1968 to 1983, even though the total population of children 
decreased by 9 million in those years, (page 57) 
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o In 1983, more than half of all children in families with 

five or more children were poor» In contrast, among children 
in families with only one or two children, just under 15 
percent were poor, (page 57) 

o If the proportion of children in female-headed families 
had not increased over the last quarter century, it is 
estimated that the number of poor children in 1983 might have 
been almost 3 million less than it actually was* (Page 57) 

o Birth rates to unmarried teenagers have increased steadily 
since at least 1940. Even though birth rates among teenagers 
overall are declining, more of their babies have been 
conceived out of wedlock and fewer of the mothers are marrying 
before the birth* (page 58) 



Historical Trends 

o The child poverty rate was cut in half between 1959 and 1969 
to a record low of 13*8 children per 100 in 1969* Since then 
the trend has reversed* By 1983, although it still was 
below its 1959 level, the child poverty rate had climbed 
about 60 percent above its 1969 low* (pages 3 and 5) 

o Although the levels are sharply different, the trends in 
poverty rates among black and white children were similar* 
Poverty rates among white children declined from 20*6 
percent in 1959 to a low of 9*7 percent in 1969; from that 
time they fluctuated until they began to increase again 
to 16*9 percent in 1983* Among black children, the rates 
declined from 48*1 percent of black children in poverty 
in, 1959 to a low of 39*6 percent in 1969* After a period 
of fluctuation that rate also increased again, to 46*3 
percent in 1983* (page 74) 

o Whether poverty is measured before or after government 
transfer payments (social insurance and welfare), and 
whether the income counted includes or excludes non-cash 
benefits and money paid as taxes, child poverty rates rose 
especially sharply from 1979 to 1983* (pages 39-41) 

- From 1979 to 1983, the poverty rate for children under 
the official Census Bureau definition increased 35*4 
percent* Under alternative definitions of poverty, the 
percentage increase was even larger, ranging from 48*9 
percent to 63*9 percent* (page 40) 

- If taxes were deducted in the official definition, 
child poverty rates would increase by 0*8 percentage 
points in 1979 and by 1*5 percentage points in 1982* 
The number of additional poor children in 1982 {l*S 
percentage points) would increase by approxircjtely 
900,000* (pages 41-42) 
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The Experience of Two-Paren t Families 

o From 1978-1983, a period f^^^quently marked by recess^ 
and unemployment, the share of the nation's poor children 
in female-headed families decreased. This was hecause the 




families, (page 72) 



o Without a working parent, a child is almost sure to be poor. 
But having a working parent is no guarantee against poverty. 
Many children need two earners to escape poverty. One-fourth 
of children in married-couple families would be Poo^ if their 
only income were their father's earnings, (page 13Z) 

o When poor families do earn their way out of poverty, 
secondary workers often play a crucial role, accounting 
for one-third to one-half of the extra income that lifts 
children across the poverty threshold, (page 249} 

Why didn't the child poverty rat e decrease as outlays for social 
programs increased ? 

0 The incidence of child poverty rose 52 percent in the decade 
from 1973 to 1983, when Federal spending for income security 
climbed 83 percent in constant dollars. Why? 

- There is no paradox. Government spending for social 
insurance and cash welfare benefits to poor children, 
unlike overall income security outlays, declined in 
value from 1973 to 1983. Adjusted for price inflation, 
aqgreqate social insurance and cash welfare payments 

to children with insufficient market income were about 
six percent smaller at the end of the decade.than at 
the beginning. Furthermore, the population of such 
poor children grew about 30 percent. Hence, government 
cash transfers per child in need of them fell significantly. 
Aggregate outlays for food stamps to children rose 75 per- 
cent in real teims from 1974 to 1983. However, from 1976 
to 1983, total available cash and food stamp benefits fell 
by 20 percent per poor child, (page 177 and 182) 

- The rise in the incidence and severity of market income 
poverty of children during the decade was so large ^, , 
that real cash transfers would have had to rise substantially 
to compensate. Instead, the share of poor children 

served by AFDC and food stamps has declined. The share 
of poor children who received food stamps in a survey 
month fell from 76 percent in 1978 to 69 percent in 
1982. However, the share of poor children covered py 
MPdlc^^id was unchanged from 1970 to 1983, , 
one-half, and the share of poor households with children 
that received subsidized housing rose slightly from 1977 
to 1981, when it was almost one out of six. (page 177) 
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- AFDC benefit levels have been eroded by inflation although 
some of the cash benefit nas been offset by food stamps. 
The maximum AFDC benefit of the median State (ranked by 
benefit levels) fell about one-third from 1971 to 1985 in 
constant dollars. Combined AFDC and food stamp benefits 
fell about one-fifth. (page 178) 

- The reduced cash benefits translated into higher child 
poverty rates. Together, social insurance and cash 
welfare transfers in 1973 reduced the poverty rate of 
children from a market income level of 18.4 percent to a 
post-transfer level of 14.4 percent. This was a reduction 
of 21.7 percent. Itucontrast, the combined impact of 
social insurance and cash welfare payments in 1983 
lowered the poverty rate by only 14 percent (from 25.8 
percent before transfers to 22.2 percent after them). If 
transfers in 1983 had achieved the same relative poverty 
reduction as in 1973, there would have been about 1.2 million 
fewer poor children in 1983. (page 183) 



Income Distribution 

o The distribution of income among families has become more 
unequal. Ranked by family income to poverty^^ratios, families 
in the lowest fifth of all families had an average poverty 
income ratio of 0.91 in 1968, compared with still lower ratios 
of 0.83 in 1979 and 0.60 in 1983. The average income/poverty 
ratio of the highest fifth of families was 8.0 times that of 
the lowest fifth in 1983. In 1968, the top fifth's average 
ratio was only 4.6 times that of the bottom fifth, and in 
1979, this multiple was 5.9 (page 166) 



II , Policy options to Reduce Poverty 
Among Children 
and 

III . Costs and Effects of Expanding AFDC 



o The Congressional Budget Office analyzed more than 40 
proposals for reducing poverty among children. Where 
possible, estimates were made of the cost to implement the 
proposal, the effect on poverty, and the number of families 
benefited. Some of the options included in the study are 
described below. 
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Establishing Mlnlmmn AFDC Benefits (pages 290-292) 

o Creating a national ralnitnura benefit level — in which APDC 
plus food stamps would equal 65 percent of poverty would 
target increased benefits on single-parent families in 
States with low benefits* 

o CBO projects that, if enacted, minimum KFDC payments* to a 
family of three would equal $396 monthly in 1986* For 2*2 
million families currently receiving KFDC, this would 
increase monthly payments by an average of $111* The net 
increase for those receiving food stamps about 80 
percent of those affected — would average $73 because 
food stamp benefits would decline by $38, on average* 
Rouahly 190,000 families would become newly eligible for 
hFb\, as a result of a minimum benefit, receiving average 
payments of $197 per month*. 

o As a result of this proposal, the poverty gap — - the 
amount needed to bring all poor families to the poverty 
line — would decline by $2*7 billion* Setting the minimum 
benefit level at 70 percent of poverty would affect about 
0*2 million more families; current beneficiaries would 
average $160 in additional monthly benefits* 



Promoting Family Stability (pages 292-295) 

0 Mandating two-parent coverage based solely on need would 
encourage families to stay together by reducing the current 
inccntivQ for one parent to leave home so that the family 
can become eligible for AFDC* One of the options analyzed 
by CBO would require all States to cover needy two-parent 
families but allow aid to be limited to 6 months per year* 

0 An estimated 450,000 families would become AFDC recipients 
under this option; benefits would average about $397 per 
month* In fiscal year 1986, the Federal cost of this option 
would be $1*3 billion: about $1*1 billion for AFDC payments, 
and $0*4 billion for Medicaid benefits, with savings of $0*3 
billion in food stamps* The poverty gap would decrease by 
$0*8 billion, roughly 3*3 percent* 



Expanding the Earned Income Tax Credit (EITC) (pages 307-313) 

o The EITC promotes three goals: (1) it helps poor children by 
providing greater resources to their families; (2) because 
married couples can qualify for the credit, there is no 
incentive for families to split; and (3) because aid is 
given only to families who work, the benefits are targeted 
to families trying to help themselves* 

o One of the proposals for increasing the EITC analyzed by 
CBO would raise it from 11 to 16 percent of the first 
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Health and Nutrition Servlcoa for Nee dy Fatnlllea 

o Extending Medicaid coverage to all children and pregnant 
women In families with Incomes below 65 percent of the 
poverty level would provide medical care for an additional 
700,000 children and 100,000 pregnant women. Annual 
Federal outlays for the Medicaid program would increase by 
about $400 million under this option, (page 326) 

o If Congress increased funding for the supplemental foo^ 
prograir for women, infants and children (WIC) by $500 
million, the program could serve approximately 1 million 
additional mothers and children, (page 333) 



Adolescent Pregnancy Prevention and Servicaa 

o The Urban Institute estimated that the Federal government 
spent $8.55 billion in 1975 on AFDC households where the 
mother was a teenager when she had her first child. It 
has also been estimated (by SRI International) that each 
of the aporoximately 442,000 teenager first births in 1V79 
would cost the Federal, State and local governments together 
an average of $18,700 in additional health and welfare costs 
over the next 20 years, (pages 345 and 346) 

o Reducing the birthrate of teenagers under 20 years of age 
by one-half would lead to a 25 percent reduction in AFDC 
costs in 1990, while halving the birthrate of only those 
teenagers who are under the age of 18 would result in 
savings of 12 percent of AFDC costs, according to the 
Urban Institute, (ptge 346) 

o If Federal funding fox Title X family planning services 
was expanded and earmarked for serving adolescents, an 
estimated 1.4 million additional teenay^rs could be served 
for an additional $100 million, (page 351) 

o School-based service programs that provide access to child 
care and to other supportive services can reduce dropout 
rates after pregnancy. A 1979-1980 national survey of the 
needs of and services for teenage parents found that child 
care was the most commonly reported unmet need, (page 356) 

o Adolescent parents on AFDC are particularly at risk of 
long-term poverty. Welfare offices could play a stronger 
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role as "brokers" for services needed by teenage mothers. 
For exaraplo, all APDC offices that serve at least a tninitnutn 
number of adoleacent mothers could be required to have at 
least one caseworker who specializes in the problems 
facing them. This caseworker would help adolescent parents 
obtain a range of necessary services — • for example, 
subsidized care for infants and toddlers and dropout 
prevention services. Given that these clients are already 
being served, this requirement would merely represent a 
shifting of resources and would require minimal additional 
funds for initial training, (pages 357 and 358) 



Work Programs for Welfare Recipients (page 362) 

o The long-run well-being of children in poor families 

depends heavily on the ability of adults in those families 
to obtain jobs that pay adequate incomes. 

o A new national program that would provide closely supervised 
work experience for AFDC recipients could be effective in 
increasing the earnings of women who are long-term AFDC 
recipients. For example, participants in the national 
supported work demonstration engaged in nine months of 
closely supervised work experience in which the demands of 
the job and the standards of performance were steadily 
increased until they were similar to low-paid jobs. The 
result: over a year after leaving the program, the average 
earnings of participants were almost 50 percent higher 
than those of a similar group that had not participated. 



Reauthorizing the targeted jobs tax credit (pages 363-364) 

o The targeted jobs tax credit (TJTC) encourages private 
employers to hire economically disadvantaged youth, 
recipients of specified cash transfer programs and members 
of other designated groups. Under current law, the credit 
will not be available for workers hired after December 31, 
1985, If Congress reauthorized the TJTC and if one-third 
of the subsidized jobs were assumed to be net gains for 
the target group, the cost for eacv job created would be 
between $2,000 and $3,000. 

o Participation by employers in TJTC could probably be 

increased by broadening the eligibility criteria, raising 
the percentage of wages for which a credit could be claimed, 
making the credit refundable, or increasing outreach efforts 
by the Employment Service. 
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